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The intermediate bonus on claims arising on or after Ist January 
1953 under with-profits policies has been raised by a further 2/-, 
from 34/- to 36/- per cent compound — proof yet again of the 
strength and resilience of the Scottish Widows’ Fund. 

For particulars of how you may become a member of this 


vigorous profit-sharing Society write to 


SCOTTISH WIDOWS’ FUND 


Head Office : 9 St. Andrew Square, Edinburgh 2 
London Offices : 
28 Cornhill, E.C.3 17 Waterloo Place, S.W.1 


























THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746 


Head Office:—38 ST. ANDREW SQUARE, EDINBURGH 








Branches throughout Scotland | 


London Offices: 
City Office:—38 THREADNEEDLE STREET, E.C.2 
West End Branch:— 198 PICCADILLY, W.l 
Affiliated to Barclays Bank Limited. 




















SPIO ETI | 
BRADBURY, WILKINSON & CO, LTD. # | 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


ana 
ALL DOCUMENTS OF SECURITY 
Fee 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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Home Sales Organisation for the 


MILD STEEL 


FLAT ROLLED PRODUCTS 
of 
RICHARD THOMAS & BALDWINS LIMITED 
and 
THE STEEL COMPANY OF WALES LIMITED 


COMPIISING -— 


Sheets (Uncoated and Galvanised) Welsh Charcoal ‘Tinplate 
Coils Tinned Sheets 

Plates (.1181" to -75”) Ternecoated Sheets 
Tinplate Lead Coated Sheets 
Staffordshire Heavily Terneplate 
Coated ‘Tinplate Blackplate 


E nguiries should be addressed to :— 


RTSC Home Sales Limited 
Ad Park Street London WI 


Telegraphic Address : “ Homerold”’ Audley London Telephone: Mayfair 8432 














BANKING SERVICE... 

With Branches in Great Britain and throughout 
[reland and agents and correspondents in all parts of 
the world The National Bank affords a unique banking 
service. In addition to the usual facilities available to a 
customer there are specially organized departments for 
Income Vax and Executor and Trustee’ business. The 
Agency of Dominion, Colonial and Foreign Banks ts 

undertaken by the Bank. 


BRANCHES IN SOUTH WALES 


CARDIFF: 3 4 HIGH STREET SWANSEA: 89 WIND STREET 
CARDIFF DOCKS: 125 BUTE STREET NEWPORT: 32 COMMERCIAL STREET 
ROATH: 68 ALBANY ROAD, CARDIFF 


NATIONAL BANK 


LIMITED 
HEAD OFFICE: 13-17 OLD BROAD STREET. LONDON, E.C.2 




















RAILWAY FOUNDRY, LLANIDLOES, MONT. 
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‘OILAULIC’ PRODUCTS ° 

* 

. 
Phese versatile high-speed * 
high-pressure presses earn - 
heir place oT only Lil 
large production lines, but . 
mn smaller prants roo, where e Mills 
‘heir rapid adaptability to Minin 
everal different applica- - 8 
trons 1s a valuable asset. e Products 
a ne bor rhness ; implicity 
Phe standard sizes are « sg outro ena “es 
8, 15, 20. 45, 60, 80, TOO isech detain ae eee 
und 120 tons, with three ° a 
bench presses of 3, 6, and e MILLS HAULAGES 
i2 fons capacity. There Steam and Compressed Alr 
are also several variations . ne, Se X “Oe 
of the standard designs. * to 13 diem. < 14 strone. 
. = 7 flectric ‘ i 
and special models can REE FOR SS SHO 

t sag eos * | Se 

he made to suit individual MILLS HORIZONTAL PRESSES 
requirements. a for rectifying salvaged steel 
ee _ Te . arches, girders, etc. 
~~ “ft > . . co on Pe) ° 
Further particulars vill be 60 to 100 tons capacity, fixed 
cenit ON request. e or mobile. 


JOHN MILLS 


= & CO. (LLANIDLOES) LTD 
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T" shares of the Co-operative Permanent earn 23° 
income tax paid by the Society. But that is not all. 
You enjoy the other advantages of a safe and convenient 
investment. security for capital, and the right to withdraw 
at short notice. 
To many people these are as important as the rate of interest, 
and by investing with this Society you can secure them all. 
Moreover. you have the solid background of a leading 


national society with nearly 70 years of service to the public. 


Funds exceed £75,000,000 - Reserves over £3,000,000 
INVEST SAFELY WITH THE 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 
NEW OXFORD HOUSE, LONDON, W.C.I Telephone : HOLborn 2302 


City Office: 163 MOORGATE, E.C.2 
Telephone: MONarch 3556 
OVER 1,000 BRANCHE> AND AGENCIES 


HAVE SOMETHING SOLID BEHIND YOU 
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HOW MUCH 
DOES IT COST 
TO PAY HIM? 


Itcosts less, with SEAL-EASI! 
Wage Pockets, because they 
make the whole of pay-day 
work speedier, simpler and 
more efficient. 

The special flap SEALS 
INSTANTLY AND 
PERMANENTLY, WITH- 
OUT MOISTURE—securely 
holding the bulkiest enclosure. 
SEAL-EASI Wage Pockets 
(printed or plain) and 
Commercial Envelopes are 
available from stock in all 
standard sizes. ASK YOUR 
PRINTER OR STATIONER 
TO SHOW YOU SAMPLES 
TO TEST, OR, IN CASES 
OF DIFFICULTY,PLEASE 
CONSULT OUR ADVI- 
SORY SERVICE. 


NL 





seal in a secon 


itn oes JOHN DICKINSON & CO. LTD., 
Apsley Mills, Heme! Hempstead, Herts. 











Adel: 
and a 





Established \941 
Head Office : KARACHI (PAKISTAN) 





are invited to use our services. 


advising of commercial letters of credit, collection of documentary bills, 


FOREIGN BRANCHES: 





Habib Bank Ltd. 


Xuthorised Capital .. - .. Pak Rs. 20,000,000 
Issued and Subscribed C apital + .. Pak Rs. 10,000,000 
Paid-up Capital ? ; ts .. Pak Rs. 10,000,000 
j Reserve Funds | | -. Pak Rs. 10,000,000 
Deposits as on 31-12- 1952... 2 3 .. Pak Rs. 343,700,000 


remittances, 


Bombay, Calcutta (India) and Colombo (Ceylon) Rangoon (Burma) 


Correspondents and Agents at all important cities of the world 





in selecting desirable trade relations for exports and imports with Pakistan, Habib Bank Ltd., 
with 45 branches spread over West and East Pakistan, can prove to be most helpful and you 


The Bank is fully competent to handle all foreign exchange business, including opening and 


etc. 








f-keeping 
Solve neo this Wa 


problem 





Use the ‘Recordak’ Microfilmer to photograph 
cheques, correspondence, etc.— any document up 
(012 X 14 ins.—on to 16mm. microfilm. And use 
the same machine to make quick and easy reference to the 
processed film records. This method of record-keeping 
regains 99°, of the filing space used for original bulky 
files, 3,000 letter-size documents can be photographed 
on one 100 ft. reel of microfilm. Normal documents can 
be microfilmed at the rate of 1,500 per hour. 

The ‘Recordak’ Microfilmer will also operate in conjunc- 
tion with an adding machine, permitting documents such 
as Cheques to be totalled and microfilmed simultaneously. 


SRECORDEK owision oe RECORDAK: 


MICROFILME % 


| KODAK unten “em 


Adelaide House, London Bridge, London, E.C.4. Tel: MANsion House 9936 
and at {I Peter Street, Manchester, 2. Tel: Blackfriars 8918. 


ee 








‘Recordak’ is a registered trade-mark 
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A COMPLETELY NEW 
MEANS TO SPEED OFFICE 
PRODUCTION AND CUT OFFICE COSTS! 


HOW MUCH OFFICE TIME AND LABOUR Can the Burroughs 
Sensimatic save your business? The answer’s up to you — for there 
is practically no limit to the work this entirely new ** business tool” 
can do. Many different posting operations for a small firm, or a huge 
volume of work on one peak posting operation for a large firm, the 
Sensimatic takes the lot — with never a moment lost between changes 
in application. 

The key to this astonishing flexibility is the principle of *‘sense 
plate’ control, which directs the machine through every mathe- 
matical function and every carriage movement. Each plate (or unit) 
controls up to four different posting jobs, and to change from one 
unit to another is a matter of seconds only. Call Burroughs about the 
sensimatic today. You'll be surprised at the low cost of this 
incomparable Accounting Machine. 

Burroughs Adding Machine Limited, Avon House, 356-366 Oxford 
Street, London, W.1. Sales and Service offices in principal cities. 
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The most versatile 
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e Sensimatic 
Control Unit 


Does 
practically all 
accounting jobs 


At the turn of a knob, the 
Sensimatic switches from one 
accounting operation to an- 
other. One moment you are 
on Ledger-statement posting 
(say), the next on Waste 
Records. And so on, up to four 
different accounting opera- 
tions for each Control Unit. 
Remittance Listing ; Supple- 
mentary Lists; Savings Ac- 
counts; Security, Registrar 
and Trustee departments 
records . . . the Burroughs 
Sensimatic speeds them all. 
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SAFETY-FIRST INVESTMENT 


Income Tax paid | O 
23% 


Equal to £4.15.3 per cent to investors 
subject to income tax at the standard rate 


Hn The current rate of interest on 
| i share accounts is 25%, and on 
a ordinary deposit accounts 2°), with 
iH income _ tax paid by the Society 
ll i in each case. Qums up to a total 
il] Ht 


Hit | Total Assets £153,974,000 

Hy Wilh 

a ABBEY NATIONAL 
BUILDING SOCIETY 


ABBEY HOUSE, BAKER ST., LONDON, N.W.]1 


For address of Local Office see Telephone Directory 
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Chairman of the Board 





Capital: ¥1,000,000,00 
Head Office: IMABASHI, 


San Francisco 


wide branches and 
correspondents 





Tokyo Office: GOFUKUBASHI, TOKYO 


Branch: 465 CALIFORNIA STREET, 
SAN FRANCISCO 


A complete network of 185 nation- 
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SANWA BANK 


Authorized Foreign Exchange Ban 





& President: TADAO WATANABE 


0 
OSAKA 






worldwide 










oa Lat 
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per by the society 


annum : 


holding of {£5,000 are accepted 
for investment in Abbey National. 


For further particulars apply for 


a copy of the Society’s Investment 


Booklet. 
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BANCO DE CREDITO 
DEL PERU 


CAPITAL $/’.60,000,000.00 
RESERVES S$/’.55,925,356.01 
HEAD OFFICE: LIMA 


SEVENTY-TWO OFFICES 


— 


Entrust us with 
YOUR COLLECTIONS 
ON PERU 


— 


PERU'S OLDEST NATIONAL COMMERCIAL BANK 
ESTABLISHED IN 1889 
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OFFICE: 





Statement of Account, 3lst December, 1952 


HABIB BANK 


Limited 
(Established 1941) 


KARACHI, Pakistan 





LIABILITIES 

















Pak Rs. as. ps. Pak Rs. as. ps. 
Authorised Capital: 
1,000,000 Shares of Rs. 20’- each 20,000,000 0 0O 
issued, Subscribed and Paid-Up Capital: 

500,000 Shares of Rs. 20 - each 10,000,000 O 0O 
Reserve Funds 10, 000, 000 0 O 
Deposits , ‘3 345,783,796 1 8 
Amounts in Transit .. 16,156,891 6 8 
Bills for Collection as per contra 13,608,186 1 7 
Banker’s Liability for Acceptances and Guarantees as per contra 39,791,011 6 1 
Profit and Loss Account: 

As per Balance Sheet as at 3Ist December, 1951 2,298,195 13 10 
Less: Payment of Dividend 1,250,000 0 0O 
Balance Brought Forward 1,04 8, 195 13 10 
Net Profit for the year 1952 2,762,628 14 11 
3,810,824 12 9 
Less: Interim Dividend Paid .. 1,000,000 0 0 
. - 2,810,824 12 9 
Contingent OC" 
Pak Rs. 100,500 - is on Investment in Shares of Joint Stock 
Cc te nies. 
Total Pak Rupees 438,150,709 12 9 
ASSETS 
Pak Rs. as. ps. Pak Rs. as. ps. 
Cash on Hand 8,436,948 8 6 
Cash with Bankers 89,844,593 2 | 
98,281,541 10 7 
Investments at Cost or Market Value, whichever is lower , F 202,489.373 2 7 
(a) Government Securities ak Rs. 191,532, 541 0 6 
(b) Municipal and Trustee Securities “Pak Rs. l, 519, 020 7 1 
(c) Shares in. Joint-Stock Companies Pak Rs. 6,228,665 12 6 

(d) Bullion a .Pak Rs. 3,209,145 14 6 
Interest Accrued on Investments .. A 1,719,355 O 7 
Loans, Overdrafts, Cash Credits and other Sums. 62,043,909 6 1 
Bills Discounted and Purchased 15,211,966 5 10 

— 77,255,875 11 11 
PARTICULARS REQUIRED BY Act VII oF 1913: 
1. Debts considered good and in respect of which the Bank is fully 
secured: 61,810,241 7 § 
This amount inc ludes debts fully secured, due by Ficms ¢ or 
Companies in which Directors of the Bank are partners or 
Directors .. .. Pak Rs. 3,128,076 14 4 
2. Debts considered good, secured by the personal liability of one 
or more parties in addition to the personal security of the debtors 12,786,744 1 & 
This amount includes Bills Discounted and Purchased 
Pak Rs. 196,541 4 11 
The Liability of Directors or their Firms under this head is * 
3. Debts considered good in respect of which the Bank holds no 
security other than the debtors’ personal security 2,658,890 2 10 
This amount includes Bills Discounted and Purchased 
Pak Rs. 931,912 15 il 
rhe liability of Directors or their Firms under this head is 
Nil 
4. Debts considered doubtful. . Nil 
5. Debts considered bad Nil 
6. Debts due by Officers of the Bank other ‘than Directors (fully 
Secured) .. Pak Rs. 31,644 I 
Bills lodged for collection as per contra .. 13,608,186 1 7 
Customers’ liability for acceptances and guarantees as per contra 39,791,011 6 | 
Landed Property (as book value) ie a - 3.046.356 0 § 
Furniture and Fixture: 
Baiance as per last Balance Sheet 2,046,703 4 4 
Additions during the year 44.539 2 11 
2,091,242 7 3 
Less: Deprecik ition written off up to 
31.12.51 .. Pak Rs. 572,081 2 3 
Depreciation for the year Pak Rs. 145,515 6 6 
—— 717,596 8 9 
: ~ 1,373,645 14 6 
Stock of Stationery and Stamps 585,364 12 6 
Fotal Pak Rupees 438,150,709 12 9 



































Message from a Colonial Governor 


In 1817, Governor Macquarie of New South Wales advised the Home 
Government that he had established a bank —the Bank of New South 
Wales. It was Australia’s first public company, and Macquarie 
prophesied that it would be “productive of incalculable benefits to the 
Mercantile and Agricultural Interests of the Colony” and would 
“Redound to its future Credit and form an Era of true respectability” 
which would “hereafter be looked back to with Public Gratitude.” 


The prophecy has been amply fulfilled, for the Bank has played no 
small part in the development of the great countries of Australia 
and New Zealand and in fostering their trade with the Mother Country 


and the rest of the world. 


The Bank has had a branch in London since 1853. Today, its 
Threadneedle Street and Berkeley Square Branches are an integral part 


of the oldest and largest commercial bank in the South-West Pacific. 


BANK OF 
NEW SOUTH WALES 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, and 47 Berkeley Square, W.f. 


HEAD OFFICE — SYDNEY, AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
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Turkey with 
Limited Liability) 
FOUNDED 1863 


CAPITAL - £10,000,000 
PAID-UP - £5,000,000 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
NEAR EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS, JORDAN and ISRAEL. 


Affiliated Institution in Syria and 


Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 

LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
CASABLANCA 1, Place Ed. Doutte 


ISTANBUL 




















The Bank of N. T. Butterfield 
and Son, Ltd. 
BERMUDA 


Established 1858 


Complete Commercial Banking and Trustee 

Department services 
Correspondents of principal 
Scottish Banks 


English and 




















tif bite it 
HO 
HUTA 
TA 
HH tt 


i SF \\ WA 


lille, 
——,. 
: men ” 





There is much to be gained from 
letters that are neat and well-typed. They 
inspire confidence and command respect. 
Many business houses insist that all their 
important letters are typedonan Imperial 
because of the very high quality of the 
typewritten work Imperial typewriters 
produce. 

This is the result of the scrupulous care 
we take in every stage of typewriter pro- 
duction. In our Leicester factories, the 
largest and most modern in the British 
Empire,asystem of inspectionand testing 
has been evolved which ensures that every 
typewriter—and every part of every type- 
writer —conforms to the highest stan- 
dards of efficient performance. 


Imperial 





Made in Britain by British Craftsmen 


IMPERIAL TYPEWRITER CO. LTD 


LEICESTEF 
CRC 8 





















Banker’s Mitch 


Nautical knots and hitches will always remain impenetrable mysteries to 
this Banker! And the question of seamen’s welfare, too, may at first sight 
appear a knotty problem. A client asks ‘‘ How can my legacy best benefit 
sailors ?°* There are many societies to which sailors turn in times of 
trouble. What is he to advise? 

The solution is no mystery. King George’s Fund for Sailors makes grants 
to over 120 welfare and benevolent societies. A legacy in favour of this 
central fund for all sea-services helps sailors and their dependants everywhere 


King George’s Fund for Sailors 


| Chesham Street, London, S.W./ 














The CORONATION 
Book-Bank 








gy. & H. EWE 


EST a BB CG S$ H E D 


oar 


Fine quality secondhand 
reproduction Board Room 


Furniture 


Specialists in Executives’ 
pedestal writing tables, sets 


of chairs, bookcases, etc. 

Handsome Coronation “*P.P.J.”’> Book-type Home 

e Safes are available in beige antique or gold 
antique finish with a profile of Her Majesty 

embossed on the front. 

Like all “P.P.J.’”’ Book-Banks, they are strong 


> and solid, with a slot for coins and a circular 

- ] 0 om aperture for notes. 
Please write to us today for samples and prices of 
this special design and also standard patterns. 


HOLBORN 8520 W.C.! PEARSON-PAGE-JEWSBURY CO., LTD. 
Dept. 12, Westwood Works, Birmingham, 6 




















AALS ARE CRORE A EER REINS EY 
£1200 SILVER IN ONE HOUR! 





it goes in MIXED... 






























eA ve 
SoU Hg 6 
ny ] 20K 3 Fat GANS 
lew : aa 










ICs 
Coe U 
PALE Ne ean TES PER OAs ao LIA 
ES 








THE CHARTERED BANK 
OF INDIA, 
AUSTRALIA AND CHINA | 


(Incorporated by Royal Charter, 1853) 








it comes out COUNTED 
HEAD OFFICE: 


38 BISHOPSGATE, LONDON, E.C.2. | That’s the time-saving 
labour-saving job_ that SORTED 


. the [CC Type F4 will grees 
Capital (Paid up) £ 3,500,000. on 4 | 
do for you — with abso- 
Reserve Fund £4,500,000. | lute accuracy. Works in RECORDED 
Reserve Liability of denominations of Qd, |/-, [_—_—______r 
the Proprietors £3,000,000. | 2/-- 2/6. It's electrically 


operated and a junior 
ean tend it. Needs only 


Branches of the Bank are established |, . ..- ._. 
3 ft. x 3 ft. 6 ins. floor 


at Manchester and Liverpool and at | space. 





most centres of commercial importance 


International Coin Counting Machine Co. Ltd. 
Alexandra Road. Enfield, Middlesex 
Asia and the Far East. Phone: Howard 1886 


Makers of letter-opening, envelope-sealing, 


throughout Southern and South-Eastern 


coin-counting and token-counting machines 



































SAFETY 


for your savings 
Manufacturers of | 
Steel Sheets WITHOUT 


Black and Galvanised 1 
Corrugated and Plain _ | CAPITAL 25 % 

















Blackplate and Tinplate 

Iron . Steel . Brass DEPRECIATION INCOME TAX PAID 

Phosphor Bronze Castings | onan = sgh 
i suojec °o | 

Sheet and Tinplate Bars | in the £ 

Billets | 

Basic Slag | 

a Assets £15,000,000 Reserves £800,000 


HASTINGS and THANET 
PARTRIDGE JONES & BUILDING SOCIETY 
J 0 al N E A T O N L | M | T E D 29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate 


99 Baker Street, London, W.! 
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L, Mon. : ; 
PONTYPOOL, 4l Fishergate, Preston 41 Catherine Street, Salisbury 
Tel. No. Pontypool 131-132 
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KING GEORGE VI 
MOTOR CAR TYRE 
MANUFACTURERS 





KO 


The Famous Gold Seal, which 
appears on the side-walls of all 
Dunlop car tyres, is the symbol 

of the finest tyres ever. Of these 

the DUNLOP ‘FORT’, un- 
equalled for strength, trouble- 
free performance and long mile- 
ave, is the choice of the motorist 
who is prepared to pay a little 

more to be sure of the very best. 


DUNLOP 
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Chairman 
The Rt. Hon. Lord Balfour of Burleigh, D.C.L., D.L. 
Vice-Chairmen 
R. A. Wilson Harald Peake Sir Jeremy Raisman, G C.1.E. K.C.S.L. 
Chief General Managers 
A. H. Ensor E. J. Hill 


Assistant Chief General Manager 
G. Y. Hinwood 


Joint General Managers 


R. T. Fagan, D.B.C. F. O. Faull A. J. Faux E. J. N. Warburton 
General Manager (Administration) General Manager (Executor & Trustee) 
R. F. E. Whittaker, C.B., C.B.E. D. H. Turner 


LLOYDS BANK LIMITED 























LiKe EVERY CONSCIENTIOUS HOUSEWIFE, 
Cecilia Flute needs a tough, resilient 











envelope* for negotiating with the 





tradesmen. 





Ladies as yet unmarried may think it 


a simple cnough matter to stick a note in 






the milk-bottle saying, “One pint extra ull Monday, 

Willie’s half-term,” or, ““Put in wood-shed, blue tits very active.” 
This is not so, as they will find once they have tried sending these 
messages on old electioneering leaflets, first demands for the Rates, 
or other materials which, lacking the required spring-back to lodge 
firmly in the bottle neck, take endless precious minutes to fish out 
again with a pickle-fork. 

Cecilia Flute has all such situations in hand. Flimsy directions to 
baby-sitters may blow, unread, frem the mantelpiece into the fire 





in other people’s houses, and result in the baked custard staying in 
the oven and undergoing a terrible transformation, but not. in 
Mrs. Ilute’s. Nor has she more than once made the mistake ot 
using Inferior quality paper for a note which, pinned to the door and 
saying, ae) ecep, Come right in 
and start, became carried 










by a hght breeze into the 
next garden but one, and there gave rise to a most 
unfortunate misunderstanding. 

Mrs. Flute knows that in correspondence ol 
this kind stationery must be beyond re- 


proach. That is why, like every con- 





scientious housewite, she needs a 


tough, resilient envelope for nego- 





tiating with the tradesmen. 


* One of the RIVER SERIES for preference. A strong, square-cut Amazor 
Vanilla should be an absolute cinch for Cectlia, our fictittous housewtfe. 
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Education, we are told, is not so 


much a matter of knowing the 
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A Banker's Diary 


THE events of the past month have evidently not brought sterling converti- 
bility any nearer; in fact, they have probably caused the prospect to recede 
into a much dimmer future than the Government had 
Convertibility originally hoped. Even before last month’s discussions in 
Recedes ? Washington began, it was known that the eventual com- 
munique would be a very cautious one, and would empha- 
size that the American Government could not enter into any commitments on 
the spot. But there are many different shades of caution, and the shade that 
was eventually chosen was surely as deep as could be. The conclusion that 
must be drawn from it is that the Eisenhower Administration is not as eager 
to drive Britain on towards sterling convertibility as the Truman Administra- 
tion was—at least at one stage of its career. The main urge of the new Ad- 
ministration 1s to foster European unity in the face of the menace from the 
East, a menace which they fear may have been increased by Marshal Stalin’s 
death. President Eisenhower himself probably regards convertibility as a 
six-syllable word meaning something vaguely desirable, but not nearly desirable 
enough for it to be worth while offending the French Government or the 
“ European Unity school ” of economists that he grew to know and like during 
his own sojourn in Paris. And the opposition of some members of this school 
to sterling convertibility—on the grounds that it would wreck the European 
Payments Union and delay re-liberalization of British imports from the Con- 
tinent—was described at length in last month’s issue of THE BANKER. 





IF this analysis of the American attitude is correct, it is fairly easy to visualize 
the reception that may have been accorded to the proposals that Mr. Eden 
and Mr. Butler took with them last month. To those of the 

What proposals that asked for liberalization of America’s own 
Washington trade policy, the new American leaders probably lent a 
May Do sympathetic and understanding ear; they would no doubt 
like to “ go along ” with this type of proposal, though only 

at the uncertain pace that their internal politics allow. There seem to have 
been three particular points that the British Ministers stressed in this field. 
The first related to American tariff policy. The British complaint here is not 
merely about the height of the American tariff—although, as the accompanying 
table shows, twelve of the twenty major groups of British exports to the 
United States are subject to crippling duties. The complaint fastens also 
on the uncertainties generated by the whimsical and outdated classifications 
inherited from the United States Tariff Act of 1930, and on the great adminis- 
trative delays that arise from them and from the Americans’ insistence on 
their peculiar system of consular invoices for imports; the present Customs 
Simplification Bill—which has been unsuccessfully introduced into Congress 
on three different occasions—would, unfortunately, do relatively little towards 
removing the more important of these impediments. The second British 
request in this sphere was for repeal or reform of the Buy American Act, which 
usually prevents British manufacturers—especially of heavy electrical equip- 
ment—from competing successfully at tenders for major public projects in 
the United States; there have, in fact, been only three major projects in which 
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this barrier has been overcome. The third known British request was for 
removal of American discrimination against British and foreign shipping. 
There is some hope of progress—-though probably slow and uncertain pro- 
vress—in each of these directions. But the outlook for the British Ministers’ 
other proposals, which were designed to provide the immediate foundation for 
a gradual advance to convertibility, does not look very bright. Nobody knows 
vet what these proposals were. The best guess is that they aimed at a 
possible increase in the American and Canadian quotas in the International 
Monetary Fund, liberalization of the Fund's lending policies and method of 


RANGE OF AMERICAN TARIFE 


Ad valorem Duty or Approximate Equivalent 


o 
Whisky i a es ‘a 28* | Cutlery, hardware, implements 
Woven woollen and worsted tissues 58* and instruments = 74—50 
fron and steel manulactures 5 —30 Boots and shoes of leather ‘ 5 —20 
Linen piece goods .. en .. 10 —40 China and translucent pottery .. 30 or 35 
Other machinery and parts 7 4-20 Textile machinery we .. 10 —20 
Woven cotton piece goods. . .. 424-523 Books and other printed matter 33-22 
| Bieveles... a i - 71-30 


* Average rate: all other figures refer to range of rates. 


management, positive steps for extension of American overseas investment, 
some sort of long-term contracts for American purchases of the sterling area’s 
raw materials, and a rise in the dollar price of gold. These proposals—or 
something kindred to them—now provide a weighty pile for Washington’s 
pending tray. If the British Government had received some sort of informal 
hint that positive action could be expected on at least some of its proposals, 
it might be expected to take certain preparatory steps for the advance towards 
convertibility—including, possibly, a widening of the range of rates within 
which sterling is allowed to fluctuate. But, at the moment, it does not look 
as if the proposals have been put into the pending tray with anything more 


than a worried frown. 


MiANWHILE, the rebuilding of the gold and dollar reserves continues to make 
sood—and remarkably steady—progress. During February the sterling area 
had a gold and dollar surplus of $125 millions, which carried 

The Gold the reserve to $2,103 millions at the end of the month. This 
Pours In February surplus included $33 millions of defence aid from 
the United States and $18 millions of gold from the European 

Payments Union in part payment for the sterling area’s surplus with Western 
Europe in January. This $125 millions surplus in February compares with 
$132 millions in January; but for the end-year interest payments on the North 
American loans, the surplus in December would have been $132 millions, too. 
This recent steady rise in the reserve has been partly a seasonal movement, 
this is the time of the year when North America and the continent of Europe 
are making relatively large payments for such sterling commodities as cocoa, 
jute and wool. It is, none the less, reassuring to find that the total gold and 
dollar surpluses are being well maintained despite the reduction in the United 
Kingdom’s surpluses with the European Payments Union. Payments with 
Europe have now completely lost the benefit of the short-lived commodity 
arbitrage scheme; moreover, Britain is now approaching the slice of its E.P.U. 
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quota in which any further surplus will be paid as to 50 per cent. in credit and 
only 50 per cent. in gold, compared with 30 per cent. in credit and 70 per cent. 
in gold at the moment. The settlement of the sterling area’s E.P.U. surplus 
of $27.7 millions in February, which led to the receipt of $19.4 millions of 
cold in mid-March, may therefore be the last payment in this favourable 
tranche. That gold payment will help to swell the total gold and dollar surplus 
for March, which, on the evidence of the foreign exchange market, promises 
to be once again of satisfactory proportions. Throughout the greater part of 
the past month sterling has been at or near its gold import point of $2.82. 
All this adds substance to the Chancellor’s curiously phrased but unmistakable 
promise before the National Conference of the British Productivity Council 
last month: ‘‘T think”’, he said, ‘‘ when the figures continue to come out, that 
vou will continue for some time ahead to have some satisfaction ”’. 


THE seasonal contraction in net deposits of the clearing banks in the period to 
February 18, which spanned the main tax-gathering phase, was at first sight 
disappointing; at £224 millions, it fell short by £38 millions of 

Deposits the contraction in February, 1952. But this year the figures 

and the covered a four-week period, compared with five weeks last year 

Deficit —thus reversing the distortion shown in the comparison for 

January. If the two months are taken together, the decline 
this year amounted to £334 millions—or almost the same rate of fall as the 
£339 millions for the fractionally longer period covered by the first two returns 
of 1952. But this latest decline left aggregate net deposits still £124 millions 
above the comparable figure for 1952. In other words, the Government’s hopes 
of an unprecedented revenue surplus in this phase have not materialized, so 
that much of the credit created to finance its deficit earlier in the year remains 
outstanding. The Government repayments of indebtedness to the banking 
system have, it is true, been larger than in the similar period of 1952, but by 
an amount only just sufficient to offset the effects of an upturn in demands 
trom the private sector—bank advances rose by £24 millions during the seven 
weeks to February 18 last. In consequence of this disappointing rate of 
Government repayments, the seasonal strain upon the banks’ liquid assets 
has been much less than had been feared; though the ratio has dropped by 
3 full points since end-December (compared with 1.3 points last year), it is 
still 1.3 points above the comparable 1952 figure, at 33 per cent. One bank, 
however, faced a special pressure, and kept its ratio from dropping below 
30 per cent. only by selling £10 millions of securities. Another sold even more 
heavily, but its ratio remained high, at 36 per cent. 

These sales of investments—reflected in a net decline of £18 millions in 
the aggregate portfolio—should perhaps be regarded as representing a with- 
drawal of credit from the public sector of the economy rather than the private, 
‘ince the “departments ’’ may be presumed to have been net buyers of 
ecurities during the period, in view of the nearing maturity of the 1951-53 
\ ar Bonds (two-thirds of which were nominally refinanced by the recent offer 
ot {100 millions of 3 per cent. Exchequer Stock, 1960). On this basis, the 
reduction in Governmental demands for bank credit during the seven weeks 
may be estimated at about £360 millions, or some £40 millions more than the 
reduction in the similar period last year (if the sales of investments then are 
iteated as “ private’ operations). This improvement was equivalent to less 
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than half the gain in the ‘“ overall’’ Exchequer surplus for the most nearly 
comparable period. One reason for this difference is that tax payments have 
this year taken the form of the surrender of tax-reserve certificates to a far 
greater extent than they did last year. A second reason is that this year 
there has been a balance of payments surplus (which would tend to increase 
the Exchequer deficit) in place of the deficit during the similar months of 1952. 
It is also possible that ‘‘ departmental ”’ purchases of the maturing bonds may 
have exceeded the amount subsumed in the above estimates. 

The further rise in bank advances at first led to suggestions that there has 
been an appreciable relaxation of the banks’ lending policies; but the latest 


Keb. 18, Change on 

1953 Month Year 

ém. ém. £m. 
Deposits ca ed “ a 6028.58 - 230.5 + 135.60 
‘Net ’ Deposits* ig es 5820.3 — 223.9 + 124.0 

% tT 

Liguid Assets.. - - - 1992.4 (33.0) — 224.4 + 78.2 
Cash és - . a 490.6 (8.14) -- 7.1 ~ 1.6 
Call Money ; es a 456.2 (7.6) —- 58.5 - 69.6 
Treasury Bills .. - 978.0 {16.2 - 159.4 + 309.3 
Other Bills a ~ = 607.5 (1.7) 0.6 - 119.9 
Treasury Deposit Receipts .. —- - 4.5 
Investments plus Advances .. 3902.2 (64.7) : 0.6 4+ 25.4 
Investments - ot - 2129.5 (35-3) - 18.3 + 186.0 
Advances 1772.6 (29. 4) + 18.9 — 160.1 


+ Ratio of assets to published deposits. 


quarterly classification reveals that the increase in the three months to mid- 
February—by £53 millions to £1,869 millions--was wholly represented by 
the expansion in two major categories. The public utilities, notably electricity, 
took an additional £44 millions, and iron and steel took £14 millions, changes 
that also account for most of the increased rate of growth of aggregate advances 
this year. During the first three months of the new monetary policy they rose 
by nearly {40 millions. But, as the analysis on page 239 shows, the tendency 
for advances to expand was much more widespread than in the previous nine 
months (when aggregate advances dropped by £240 millions). No fewer than 
fourteen groups showed increases during the latest quarter. This is partly a 
seasonal tendency, but it extended to two of the textile categories and to 
several others whose credit needs were sharply reduced when the effect of the 
fall in primary prices was being felt. 


THE general interest shown in recent months in the question of stimulating 
trade with Latin America, as well as the special difficulties that have arisen 
during the past year in trade with Brazil and Argentina, 

Financing should direct even wider attention than usual to the 
Latin American latest of the informative annual surveys by the chair 
Trade man of the Bank of London and South America, Mr. 
Francis Glyn. But his proposals on the vexed question 

of how to break the present deadlock in trade with Brazil are acutely contro- 
versial, especially when viewed in the light of the recent experiences of the 
Export Credits Guarantee Department. He emphasizes, naturally, that there 
cannot be any considerable resumption of Anglo-Brazilian trade until the 
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arrears Of commercial debts due to British traders—debts totalling {£45 
millions at end-1952—have been settled. But he appears to be suggesting 
that, when firm assurances have been given to these creditors, the British 
Government should extend a loan to Brazil—in effect, to finance the payments 
now in default. Obviously, as Mr. Glyn emphasizes, no scheme for assistance 
ought to be launched if there remained the risk that Brazil would run into 
similar difficulties in a few months’ time; to avoid that, he suggests that the 
two Governments should co-operate in measures to maintain trade between 
their countries, and that Brazil should guarantee foreign exchange for the 
servicing of the proposed Governmental credit. 

Many people will wonder by what means assurances could be given, and 
safeguards devised, to justify such a plan. Yet the proposal does draw atten- 
tion to an even wider issue that ought not to be allowed to go by default, so 
to speak. Other countries, notably the United States and Germany, are 
putting up loans or commercial credit with the object of maintaining and 
improving their footing in the South American market. In these circumstances, 
the serious decline in Britain’s trade with these markets during 1952 will not 
be readily made good unless some new approach to the problem can be worked 
out. And the two largest markets—Brazil and Argentina, where the main 
difficulties have been experienced—are clearly those towards which major 
efforts need to be directed. Fortunately, as Mr. Glyn suggested, exceptionally 
favourable harvests in Argentina give reason to hope that the decline in that 
country’s exportable surplus of foodstuffs is being arrested. But there is still 
doubt about how far Argentina will permit the import of the types of con- 
sumer goods that the United Kingdom has normally exported to the area. 
Moreover, even in the important sphere of agricultural machinery it seems 
that Argentina may decline to buy unless given extended credit terms such as 
the United Kingdom is not accustomed to providing for such exports. But 
the chances of a greater trade with Argentina seem to be better than they 
were a few months ago. In any event, efforts to restore trade with the two 
largest Latin American markets must not be allowed to obscure the need to 
expand trade with the dollar countries in the north of Latin America that 
offer considerable opportunities for British goods—if they are competitive. 





TRADE in the Far East suffered severely during 1952 from the recession in 
world demand for primary commodities after the post-Korea boom, as well as 
from restrictions (imposed from both sides of the Iron Curtain) 

Banking upon trade with China. The second of these influences has, of 
in the course, affected especially the Hongkong and Shanghai Banking 
Far East Corporation, whose chairman, Sir Arthur Morse, has lately 
given his usual illuminating survey of trading conditions in the 

Last; this time, unhappily, the survey marked his valedictory statement to 
shareholders, after forty-one years of distinguished service to the bank and 
to British trade in the Far East. The loss of much of Hong Kong’s trade 
with the Chinese mainland has led the bank to focus its main attention upon 
its other areas of activity. Sir Arthur emphasized the part that could be 
played by the development of Far Eastern resources in bridging the dollar 
sap, and the need for providing the aid necessary to enable South-East Asian 
countries to expand their production of food, minerals and raw materials if 
their living standards are to be raised. He stressed the need to concentrate 
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development upon food and agricultural production and upon industries 
ancillary to them. The plans for the development of the South-East Asian 
countries would require aid and technical assistance from outside the area, 
and Sir Arthur spoke of some of the ways in which these countries are recog- 
nizing this fact. 

The loss of trade with the Chinese mainland has, of course, had much less 
effect upon the other Eastern banks. The Mercantile Bank of India, the 
Chartered Bank of India, Australia and China and the Eastern Bank have in 
the past month all announced an increase in their dividends. The Mer- 
cantile Bank’s dividend, raised from 12 to I4 per cent., is now above the 
pre-war level; whilst the Chartered’s increase, likewise by 2 per cent., repre- 
sented a bonus to commemorate the centenary of the granting of its royal 
charter in December, 1853; its basic dividend remains at 14 per cent., but the 
bank hopes to maintain this upon the capital as increased by £500,000 by a 
scrip distribution of £1 for every £6 of stock now held. The Eastern Bank's 
dividend is raised from 6 to 7 per cent.—at which level it stood in 1938. 
That of the National Bank of India remains at 16 per cent. 

The statements of the bank chairmen illustrate how the countries of South- 
East Asia are setting about their recovery from the shocks of the past eighteen 
months. The chairman of the Chartered Bank, Mr. V. A. Grantham, referred 
in some detail to the Indian Five-year Plan, with its emphasis on the develop- 
ment of basic agricultural and iron and steel resources—the latter having the 
benefit of aid from the International Bank. One seventh of the investment 
contemplated under the Colombo Plan, he pointed out, is to be in Pakistan, 
where the emphasis is rather less upon agriculture than in India. This is 
perhaps to be expected in the less industrialized of the two countries; but 
the serious food shortage that has appeared in Pakistan may (especially in the 
light of the improvement in India’s food production) occasion some misgivings 
about this distribution of effort. The reduction in inflationary pressure in 
Far Eastern countries during 1952 inevitably led to some uncomfortablk 
adjustments; but, once these adjustments have been completed, the economies 
of most of them may be far healthier than for some time past. 


A CHAPTER in British banking history came to an end in February wher 
Barclays Bank acquired the business of Gunner and Company of Bishops 
Waltham, the last “ private and family ’’ country bank—though 
End of a at least one similar bank still exists in the City. Gunner and 
Private Company was founded in 180g as a partnership, largely on the 
Bank initiative of Mr. William Gunner, a solicitor, who had _ been 
accustomed to safeguard the money of farmers in town on market 
days. Ever since 1809, the Gunner family has carried on both the solicitors 
practice and the banking business. The name of the business was, however, 
later changed from that of the original partners to the Bishop’s Waltham and 
Hampshire Bank, under which name it issued its own notes until about eos 
since when the bank has received a monetary ‘‘ composition ”’ from the Bank 0! 
England in return for the surrender of this right. In the course of the 144 
years of the bank’s history, four generations of the Gunner family have carried 
on the business. At the beginning of 1952 the bank’s deposits totalled 
£130,000. Major F. H. Gunner, until the absorption of the bank its managing 
partner, has become local director of Barclays Bank at Bishop’s Waltham. 
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Budget Hopes—and Fallacies 


UBLIC expectations of the coming budget present an odd contrast to the 

attitude that was general on the eve of Mr. Butler’s first budget. During 

the closing months of 1951-52 a strong flow of revenue and the certainty 
that the year would end with a much bigger “ above-line ”’ surplus than had 
been originally estimated still left most people fearful of severe measures. 
Oppressed by the sense of national emergency and the grim warnings from the 
new Government, the public had screwed itself up for a bitter dose. In the 
event, the budget was for most people a mild, even soothing, prescription. 

The financial estimates made then have since gone sadly awry. Judged 
by the rather superficial test of the state of the Exchequer accounts, the 
performance in the year now ending has been as bad as last year’s was good: 
vet, where last year there were grim fears for the budget, now there are lively 
hopes. After a year in which the Government has been repeatedly arraigned 
for the extraordinary extent of its current deficit, and one that is closing with 
an ‘‘ above-line ’ surplus of perhaps one-third the sum originally expected, 
the popular commentators are all agreed that there should be an appreciable 
sum to “ give away ~ in 1953-54. For weeks past they have been vieing one 
with another in devising ways of distributing—or over-distributing—it. 

Is this indeed a rational view 2? Or will the Chancellor complete the paradox 
by confounding the prophets again, but unpleasantly ? Alternatively, if there 
is really some room for manoeuvre this year, what risks would the Chancellor 
run by using it, how far ought he to go, and in what directions ? The best 
approach to the first of these questions is to consider the sources and nature 
of the popular hopes—for the arguments adduced have been very varied, 
including some reasonable ones, some contradictory and some downright 
fallacious. There is much to be learnt from appraising them, as the first part 
of this article attempts to do. The second part considers whether scope for 
tax relief emerges from the pattern of the national economy as a whole. 


I—The Fallacies Examined 


The one common factor, and by far the most potent, is the pervasive 
confidence born of the transformation in the external balance of payments. 
Among the less responsible commentators, this is treated at one extreme as 
proof that the emergency never was as grave as the Government made out, 
While at the other extreme it is seen as a triumphant deliverance that is the 
due reward of Tory government; but the extremes meet in regarding it as 
justification for tax relief—though the right-wing would spur on that process 
by insisting on draconian retrenchment. in expenditure. More balanced 
observers point soberly to the fact that the gold reserves have been rising for 
x months, that the balance of payments as a whole appears to be in moderate 
surplus, and that the Chancellor himself has declared the way to be clear for 
at least some months ahead. They observe, too, that his utterances since the 
Washington talks have not been barbed with philippics about the need for 
siding of loins for the trial of convertibility. 

All this adds a new twist to the sensible argument that Britain's drive for 
more production, and for better balanced and more competitive production, 
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never will make good headway unless the fiscal load is lightened so as to give 
real incentives at all levels. It leads on to the contention that, if politics rule 
out major retrenchment as the means of financing tax concessions, the incen- 
tives can never be provided without taking a chance—-and that there may 
never be a better moment than now at which to take it. Such a gesture, it is 
argued, would not only capitalize the opportunity offered by the breathing 
space, but would be launched auspiciously from the platform provided by 
recent moves towards freedom and the further moves that are hoped for. 

As voiced in the popular Press, these varied arguments have generally 
been presented with calin indifference to the logic of financial statistics— 
whether in the Exchequer accounts or the more elusive concepts of national 
income accounting. But some public commentators who have not shirked 
this indispensable exercise have simply confused the issue by mistaken inter- 
pretations. The depressing appearance of the Exchequer accounts has been 
argued away on two equally dubious grounds. It is admitted, necessarily, 
that 1952-53 has turned out badly; that the expenditure estimates for 1953-54 
show an increase of {120 millions for Supply services, and possibly one of 
(45-50 millions for other services, on a true comparison with last year’s budget 
estimates; and that in 1953-54 revenue will suffer to the extent of some £50 
millions from the full effect of last year’s concessions in income tax. But it 
is then assumed that this deterioration will be more than offset by the revenue 
gains from E.P.L. and from the suspension of the initial allowances decided 
in the budget of 1951. In the first full year of collections, E.P.L. was estimated 
to yield £70-80 millions, after allowing for losses from the simultaneously 
granted reductions in profits tax, whilst the ending of the initial allowances 
was similarly expected to save the Exchequer £170 millions. But the first 
full year in both these cases will be, not 1953-54, but 1954-55; the yield in 
the coming year will not be large. Moreover, the Exchequer’s receipts from 
both, and especially from the initial allowances, will be secured very largely 
at the expense of the undistributed profits of businesses. Except to the extent 
that they cause new restraint in dividends or business capital programmes, 
these tax changes have no disinflationary force. Even in 1954-55, therefore, 
the additional room for manoeuvre they can give the Chancellor will be only 
a fraction of the prospective vield. 


RECKONING WITHOUT KEYNES 

The other dubious argument by which the budgetary position is represented 
as better than the figures imply rests upon objections to the post-war principle 
of trying to use the budget deliberately as a disinflationary force—a principle 
that is usually described loosely, though inaccurately, as budgeting for balance 
‘overall’ instead of on the “ above-line ’ account alone. This argument, 
especially popular recently with the wishful thinkers of the Right, takes two 
forms. The cruder version, too crude to merit detailed rebuttal, contends 
that this “‘ new-fangled "’ principle has always been unsound or, alternatively, 
too elusive to be practicable: ‘‘ what was good enough in the days of ‘ sound’ 
finance is surely good enough now?” The other version sees disinflationary 
budgeting as simply part of the apparatus of the planned economy, a device 
that can and should be cast aside now that monetary policy is being revived 
and the discipline of the market-place is in many other spheres superseding the 
arbitrary disciplines of physical control. Both schools see large scope for tax 
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relief in their belief that the Chancellor can afford to disregard his ‘‘ below- 
line ’ expenditure, either wholly or partially. 

There is, finally, a third school of wishful thinkers that also misunderstands 
the Keynesian principle of disinflationary budgeting but does not actually 
reject it. This school argues that the need for tax revenue will fall at least as 
fast as “ below-line "’ expenditure is reduced—even though the reduction 
results from a mere change in the channels of financing, such as a switching 
of the borrowings of local authorities from the Public Works Loan Board to 
the market or the assumption by Lancashire importers of part of the stock- 
carrying function now performed by the Raw Cotton Commission. It therefore 
urges the Government to accelerate all such switches that reduce its own 
“ below-line "’ financing, and to reduce taxation correspondingly. The plausi- 
bility of this argument makes it one of the most dangerous of all; there is no 
glaring fallacy, and the process advocated appears to be painless. It has the 
appeal of a return to “ normality ’’, and can be confused with the sound and 
profound argument that public saving procured through a budget surplus, 
necessary though that may be to keep inflation at bay, is a poor substitute 
for private saving; and that the only hope of a virile, adaptable and efficient 
economy lies in an equally virile capital market, especially in venture capital, 
which cannot be directly supplied from Government sources. 

This crucial principle, happily now becoming widely understood, does 
indeed require the central Government to hand back to market channels, 
as speedily as can be contrived without excessive friction, most of the financing 
and trading functions that it retains from the war-time regime. This process 
will, moreover, reduce Government expenditure “‘ above ”’ the line as well as 
below it; and in fact it is reflected in the civil estimates (of “‘ above-line ” 
expenditure) for the coming year, since the decontrol of grain that is planned 
for the autumn will enable the Ministry of Food to liquidate its stocks. The 
“cash ” basis of Government accounting presents this capital transaction as 
if it were a reduction in current expenditure; the estimated diminution in the 
Government’s need for cash on this account happens to be roughly equal to 
the total net reduction in the Civil votes as a whole, so that no cut in current 
expenditure has really been achieved at all. This “‘ above-line’’ example 
perhaps demonstrates even more clearly than do the “‘ below-line ’’ instances 
the flaw in the facile assumption that any reduction in Government expenditure 
automatically affords equivalent scope for tax relief. The stocks that the 
(;overnment sells have to be reconstituted in private hands; the housing that 
a local authority does not finance through the P.W.L.B. still takes place; and 
both have to be financed through the banking mechanism or the wider capital 
market. The total demand for savings—supplied from the budget surplus on 
true current account and private savings—remains precisely the same as 
before, unless the need for grain stocks or for housing is reduced by the transfer, 
or unless it causes prunings in the demands for capital elsewhere. 

This is equivalent to saying that the transfers, desirable though they are, will 
not provide scope for tax relief unless they impinge upon a freely functioning 
capital market—one that puts up its price as the new demands press upon it, 
and does so sufficiently to cut down total demands or induce new savings 
correspondingly. Unless and until this happens, the public savings repre- 
sented by the budget surplus are just as necessary as before to keep the whole 
System in equilibrium. If the authorities want to avoid market congestion 
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and a rise in interest rates, and yet are determined to avoid inflation, there 
must be a true budget surplus available for reinvestment so as to take the 
load off the market. Instead of financing the local authorities visibly through 
the P.W.L.B., or grain stocks through the Ministry of Food, the Government 
would then be financing them invisibly by absorbing marketable Government 
securities into the departmental funds. The alternative to this process would 
be to allow interest rates to rise, partly by refusing relief to the market and 
partly by driving the banks to sell investments or cut down other advances 
and commercial discounts in order to make room for advances to the grain 
importers. In other words, those who regard switches from the “‘ below-line ”’ 
expenditures as an easy road to tax relief make a grave mistake. The road is 
the right road, but 1t is a rough one. The discipline of the fiscal device of the 
budget surplus cannot be escaped unless the discipline of the market-place 
and of tighter money is accepted instead—or unless the need for discipline of 
both kinds diminishes. 


Il — Scope for Tax Relief ? 


Such is the catalogue of publicly voiced contentions that there is good 
scope for tax relief this year. It 1s compounded of hunches, fallacies and half- 
truths—with a dash of sound principles unrelated to the facts of the moment. 
But are the hopes better founded than the reasons given for them ? After all, 
the ingredients in this compound are to be found in some degree in most 
budgets; and the first of them—the sheer hunch—is this year likely to play 
a larger part than usual. That is no reproach to Mr. Butler or his advisers: 
it is inherent in the circumstances of the year, and does not imply that he is 
likely to abandon the principles of so-called “ scientific ’’ budgeting as now 
understood in Whitehall. 

The above survey of popular argument, made partly to clear the air of 
cant and loose reasoning, should also have served a more fundamental purpose: 
it should have demonstrated the basic validity, 1n principle, of the Keynesian 
approach to the budget. The fact that the range of the central Government ts 
contracting and ought to contract further, that market mechanisms are begin- 
ning to supersede physical planning, and that monetary policy is doing some 
of the disinflation formerly attempted by budgeting for a surplus does not 
mean that the role of the budget and the technique of measuring the requisite 
surplus should be different from what they have been in recent years. But 
it does mean that the technique has become even more difficult to apply. In 
particular, the formulation of the estimates upon which it relies—estimates of 
national income and production, of investment and consumption, and of the 
external balance of payments—is in danger of degenerating from precarious 
guesswork into mathematical abstractions in the sphere of dependent variables. 
But the difficulties of the technique, even though they bring it into disrepute 
among those who have never fully grasped its essential principle, do not 
absolve a responsible Chancellor from the duty of drawing such guidance from 
it as he can. Even at its most elusive, it is a much more relevant guide, and 
a better guide, than the state of his budget accounts as such. 

It is also, in the circumstances of 1953, the only approach that may lead 
the Chancellor to conclude that there 1s scope for tax relief. On what assump- 
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tions would the Keynesian formula yield this comforting result ? The starting- 
point of analysis is to draw up, in “ real’ terms, a balance sheet for the whole 
national economy in the year just ended, and then to consider whether the 
resultant pattern is a satisfactory one and how it would be likely to change 
in the coming year in the absence of specific efforts to alter it by budgetary 
and monetary policy. In advance of the Economic Survey and the White 
Papers on the balance of payments and national income in 1952—none of 
which had been issued by the time of going to press—hardly any official 
estimates are available of the principal elements in the 1952 balance sheet. 
[t is known, however, that the huge deficit shown on the balance of pay- 
ments in 1951 has been converted into a moderate surplus—probably one of 
around {100 millions for the year as a whole—and that this has happened 
despite a fall in the volume of production (industrial production is provisionally 
estimated at 2.6 per cent. less than in 1951, at the same level as in 1950). 
Moreover, it appears that the reduction projected in “ fixed’ investment 
twelve months ago did not in fact take place; the decline in industrial building, 
brought about by tighter licensing and monetary stringency, seems to have been 
only about as large as the additional outlay upon housing. At the same time, 
there was certainly an increase in absorption of current goods and services by 
the Government. In these circumstances, the logic of the “‘ balance sheet ”’ 
demonstrates that the economy was drawing upon important reliefs elsewhere, 
notably (1) the big favourable swing in the terms of overseas trade, (2) possibly 
a small net decline in consumption, which fell in the first half-year but recovered 
sharply in the third quarter and (3) an actual reduction in its stocks and work- 
in-progress, instead of the rapid building-up that was taking place in 1951. 
No new reliefs of these kinds are likely this year; the terms of trade are 
now relatively stable,* consumption seems more likely to rise than to fall, 
and a resumption of stock-building may now be unavoidable. Indeed, in some 
respects the pattern resembles the precarious one that has been the basic cause 
of the post-war two-year cycle of crises. The swing from external deficit into 
surplus has been achieved only at the cost of domestic capital; and, even so, 
the surplus is appreciably less than needs to be built up and sustained for some 
years, if the economy is ever to be reasonably assured against a new crisis. In 
these circumstances, the Keynesian formula seems at first glance to argue for 
tougher budgeting. When confronted with either of-these needs in earlier 
post-war years—the need to strengthen the external balance or to fortify 
domestic stocks—economists have unhesitatingly pleaded for firmer disinfla- 
tion, to release resources for the purpose by cutting down their use in domestic 
consumption or fixed investment, or both. In the conditions of 1953, however, 
the same technique of reasoning does not yield any such clear-cut conclusion. 
In previous post-war years, at least until last year, the limiting factor upon 
exports, and therefore upon the strength of the balance of payments, was 
generally the pressure of domestic demand. Moreover, this pressure, combined 
with the appetites for goods overseas (especially the inflation-whetted appetites 
of the overseas sterling area), kept Britain’s productive resources employed 
to the very limits of capacity—with employment so brimful, indeed, that 











. . They are more favourable now than on the average for 1952; but it is here assumed that the 
gain this might imply for 1953 will be either absorbed by the increase in imports (e.g. through 
the concessions to O.E.E.C. countries) or will be added automatically to the export surplus. 
It does not, therefore, affect the estimates of available domestic resources. 
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industrial mobility was seriously impaired. In these circumstances, unless 
additional exports could be supplied from rising productivity, the only means 
of securing them without running down stocks was to cut domestic demand. 
But these conditions of excessive demand at home and abroad no longer 
obtain. In very few lines of British export production, 1f in any, is pre-emption 
by the domestic economy any longer keeping down exports. As the Chancellor 
himself said in a recent speech, exports are limited now, not by what we can 
spare, but by what we can sell. The demand from Britain’s export markets 
has fallen, foreign competition in those markets has increased, and the volume 
of British exports has declined—quite sharply—for the first time since the war. 

Principally for this reason, though not entirely so, the volume of Britain’s 
domestic production has fallen, also for the first time since the war. Unemploy- 
ment, though still only a fraction of its smallest volume in the years between 
the wars, is substantially higher than at end-1951 and more than twice the 
very low figure touched in the summer of that year. Moreover, in the 
industrial system as a whole the additional “slack” is certainly larger 
than the rise in disclosed unemployment itself implies—because of organized 
short-time working and of other devices for the retention of labour despite 
the fall in current demand. The incidence of this slack is very uneven; but 
it is argued, and probably reasonably, that many export industries could meet 
an additional export demand without either cutting down domestic sales or 
taking on additional labour—or, at least, without a proportionate intake. On 
the other hand, there are a few industries in the field of capital goods that 
have been able all along to sell all they can produce and that still enjoy a 
strong export demand; but it is contended that the ability of these industries 
to expand their output (which in some instances was limited in 1952 by steel 
supplies, now more freely available) would not be perceptibly greater even if 
there were a larger general pool of labour—and, equally, that their chances of 
expansion would not be perceptibly prejudiced 1f the pool continued to contract. 

If these contentions are well-founded, the prescription of stiffer disinflation, 
which should have been the remedy firmly applied in earlier post-war years, 
is not appropriate now. It would not expand exports significantly 1n the short 
run (though it probably would cut imports further) unless it were sufficiently 
severe to cut down British costs so that manufacturers here secured a larger 
proportion of the shrunken external market; and political considerations, if 
not economic ones, reject any such austere approach. The present problem 
is therefore generally seen as one not of further curtailing production but of 
restoring it, and of getting the additional output into export markets. But 
how can this be done unless overseas demand expands spontaneously, or unless 
British costs decline, either absolutely or relatively ? Those who reject the 
idea of a new disinflationary pressure upon costs are apt to say that it cannot 
be done, at all events in the short run. They consider that the aims of the 
policy-makers now cannot go much beyond efforts (1) to ensure that Britain 
can meet a bigger export demand if it arises, (2) to prevent British costs from 
rising further, as they are now threatening to do, and (3) to try to improve 
long-run competitive power by relatively gentle measures. 

Those who argue on these lines therefore see no need to maintain as much 
‘slack ’’ in the national economy as was present on the average during 1952. 
They believe that, unless production is likely to rise automatically, measures 
should be taken to expand it even though all or most of the additional output 
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would be used at home. In other words, it is argued that whereas in previous 
years the Keynesian formula indicated the existence of an inflationary gap, it 
now indicates a small disinflationary one. The problem that then presents 
itself is to guess the extent of the slack, to decide how much of it could safely 
be taken up, and how far the additional resources should be influenced 
towards investment rather than consumption. It is only by reasoning of 
this kind, and not by reference to the budget accounts as such, that scope 
for tax relief can legitimately be demonstrated. But the quantities in this 
balance sheet of real resources can only be guessed, and all of them are inter- 
dependent ; so that different observers may reach widely divergent conclusions. 


{100-150 MILLIONS OF “ SLACK ”’ ? 


Industrial production, as measured by the monthly figures, has recovered 
from the dip experienced in the middle months of 1952, and is now roughly 
back to its end-1951 level. Hence, even if it did not improve further, output 
in the current calendar year would be approximately the same as in the 
calendar year 1951. If the rest of the national output behaved similarly, totat 
output this year would be fully £300 millions above that of 1952. Whether it 
might be expected to rise more than this depends on the assumptions made 
about productivity. An output level no greater than that of 1951, and obtained 
by taking up the slack in employment, would imply that no return was being 
secured, in terms of productivity per worker, from the resources ploughed back 
into industrial investment in the past two years. If, to allow for this, potential 
productivity for this year was assumed to be the same as in 1951 (the poorest 
of the post-war years from this point of view), potential output would be a 
further {300 millions above 1952; more optimistic assumptions about pro- 
ductivity would put the figures still higher. 

How much of the additional output is likely to be absorbed by the two 
prior claimants, the external balance of payments and Governmental demands ? 
Some observers believe that very little need be allowed under these heads. 
Export demands seem to have been roughly stabilized by the limitations of the 
markets, and it is contended that if they expand they will tend to raise British 
output still further. As for Government expenditure, it is suggested that the 
real, as distinct from the monetary, increase 1n defence outlays may be largely 
offset by real savings in current civil expenditure, even-in the absence of new 
economies that may be projected in the budget itself. On these rather sanguine 
hypotheses, almost the whole of any extra output would be available for home 
consumption and investment, including stock-replenishment. But the extra 
output would still not represent the amount available for distribution in tax 
relief, because both consumption and investment are likely to rise in any case. 
Consumption will rise automatically because of the spendings out of the addi- 
tional incomes paid for the increase in output, probably absorbing not much 
less than half that increase. 

The big uncertainty under the head of investment is what will happen, and 
what ought to happen, to stocks. After the demands upon them in 1952, 
first principles suggest the need for substantial replenishment; and, indeed, 
the chief reason why stringency has not been caused in the past year is that 
output has fallen, so that an increase in output will automatically demand an 
appreciably bigger investment in floating assets. On the other hand, the policy 
of tighter money and the abatement of fears of shortages may have combined 
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to produce a pervasive economy in stock-holding habits; and the more the 
function of stock-holding of food and raw materials is relinquished by the 
Government, the more will the volume of stocks depend upon traders’ views 
of the future trend of world markets. In default of a clear basis for estimation, 
it would probably be prudent to allow for stock-building at the average rate 
of recent vears ({120 millions a year in 1948-51, at 1948 prices) if output is 
expected to rise beyond the 1951 level, or perhaps halt that rate if it stays 
at the present level. The additional strain upon domestic resources would 
represent the amount of stock-building p/us the amount (? £150 millions) by 
which stocks were run down last year (since this relief is now forgone). 

The conclusion to which these tortuous arguments and these many hypo- 
theses lead is that, if stocks are to be increased at all, there can be no scope 
for tax relief if production merely maintains its present rate (at which it 
would be some £300 millions larger in the vear as a whole than in 1952). 
But if production were to rise by £600 millions (i.e. to the 1951 level plus the 
1951 increment of productivity), the resources available for additional fixed 
investment and/or consumption (beyond the “‘ automatic "’ increase resulting 
from the rise in incomes) would be around £100 millions—with 4150 millions 
in sight if the gain in production were put still higher (or the stock-building 
lower). Moreover, the granting of concessions would in itself tend to promote 
the rise in output, so that the Chancellor this year obviously has more than 
usual scope for the exercise of his own personal judgment. 

After so long an analysis, no attempt will be made here to guess precisely 
how he will—or should—seize this unusual opportunity. But the broad 
principles are very clear. The scope for relief arises now only because the 
export possibilities are circumscribed by the slackness of world demand; 
Britain still imperatively needs to increase her exports. Therefore any con- 
cessions made now should be directed towards increasing export potential and 
competitive power in the future. They should be designed to promote indus- 
trial investment and to improve incentives for workers, managements—and 
shareholders. They should not be directed towards the consumer as such, for 
one of the greatest dangers in this phase of slack export demand is that Britain 
may re-stimulate output of a kind that is least likely to get a sustained market 
abroad. These principles argue for a (small) cut in the standard rate if resources 
permit, or at least for a broad re-casting of earned income allowances, and they 
do not exclude selective reductions in purchase tax, as a means of giving 
incentive below the income-tax range. And, in default of a major reorganiza- 
tion of the structure of company taxation (which must presumably wait upon 
the report of the Royal Commission), they argue strongly for a reduction (or 
even full withdrawal) of the undistributed profits tax or concessions in E.P.L. 
or a restoration of the initial allowances—this last as a temporary pis aller. 

But, whatever detailed prescription the Chancellor favours, he must keep 
firmly in mind one over-riding principle: the total of the reliefs he contem- 
plates, and the amount of slack he hopes to take up, must not be so large as to 
threaten a renewal of inflationary pressure upon costs. The imperative need 
in the short run is to prevent costs from rising, and in the longer run it js to 
force them down by inducing more investment and giving better incentives 
now. The more sanguine the budgetary estimates, the more important it will 
be to guard the present level of costs by keeping monetary policy taut. 
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Malenkov’s Economic Inheritance 


N March 6 supreme power in the Soviet Union passed, or appeared to 

pass, into the hands of a man that the Western world knows virtually 

nothing about. Since then commentators everywhere have been specu- 
lating wildly, on the basis of political speeches and psychological inferences, 
about his position and intentions. 

The economic analyst perhaps needs to make some excuse before he thrusts 
his oar into these surging waters. For it is clear that if Mr. Malenkov’s policies 
differ markedly from those of Marshal Stalin, Soviet economics will not provide 
the main cause of change. But it is a mistake to conclude from this that the 
balance of economic power will not have any influence on his policy at all. 
At one extreme, admittedly, there is nothing in that balance that will prevent 
Mr. Malenkov from coming to a genuine agreement with the West, from 
abandoning the Stalinist urge for Soviet aggrandisement, if he really wants to; 
there are nascent hopes, but only hopes, that he does. At the other extreme, 
economic forces will do nothing to restrain the new Russia from aggressive 
action 1f Mr. Malenkov is an ambitious maniac, ready to drive himself blindly 
into a brick wall of destruction; but the world can perhaps take comfort from 
the fact that any man who has risen to pre-eminence 1n the Kremlin over these 
last twenty dreadful years must surely be an expert, grimly and literally, in 
the art of how not to lose one’s head. If such a man plunges the world into 
war it will therefore almost certainly be for one of two reasons: either because 
he thinks he can win that war or because he thinks he will lose his position if 
war does not come. 

These, then, are the two fearful pictures that the world has been conjuring 
in its mind in the last three weeks—a picture of Malenkov the strong, with all 
of Stalin’s ambitions and none of his elderly caution, who might swoop down 
like a new Ghenghis Khan from the East in cool and calculated expectation 
of conquest; and a picture of Malenkov the weak, who might see power 
sipping from him, and determine, as Hitler once said and did, to “ slam 
the door on history so loudly that the world will remember me for a thousand 
vears |’. . | ; 

Have economic commentators anything useful to say about either of these 
grim possibilities 2? On the first, it seems that they should have—and it is 
something reasonably reassuring. On the second, they have much less to say, 
but even that little deserves study. 

The economic factors that must weigh very forcibly on the mind of any 
calculating Soviet aspirant for world domination were discussed in some detail 
in THE BANKER in February, 1951.* The argument of that article was that 
the economic power that the Soviet bloc could mobilize was only about one- 
third of that which could be mobilized by the Nato countries. This assessment 
was admittedly exceedingly tentative. It was derived mainly from some very 
hazardous estimates of relative national incomes that appeared two years 
ago in a United Nations publication ‘‘ National and Per Capita Incomes of 
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Seventy Countries—1949°’, together with interpolations (for certain of the 
East European states not included in that paper) from figures compiled by the 
Economic Commission for Europe. However, as was explained in our article 
in 1951, the estimates for national incomes in the Soviet bloc can be broadly 
checked from other published data; in any case, since they are based mainly 
on the work of two Soviet economists (one of them the unfortunate and 
disgraced Mr. Voznesensky) they are unlikely to underestimate Communism’s 
economic achievements. 

These figures for 1949, with some later amendments, are republished in 
Table I below. In the form now adopted, the table includes six new countries 
in the free world’s bloc, in addition to the original Nato membership of ten 
countries. This grim “ team selection’ of possible belligerents is inevitably 
open to criticism; some people would exclude Japan and Yugoslavia from the 





TABLE I 
ESTIMATED NATIONAL INCOMES IN 19049 
Income Income 
Net Nat. Popula- per Net Nat. Popula- per 
Income tion head Income tion head 
($ billions) (millions) ($) ($ billions) (millions) (3) 
Free World Soviet Bloc . 
Wade. os o -17 14y 1,453 US.9.m. ne 60 193 305 
U.K. a 39 50 773 Czechoslovakia 5 12 37 
Canada .. 12 14 870 Poland 7 24 300 
Belgium 5 9) 582 Hungary 2 re) 260 
Denmark 3 4 689 Roumania 4 16 280 
France .. 20 41 482 Bulgaria I ? £50 
Italy iI 46 235 E. Germany .. 6 190 300 
Netherlands 5 10 502 China... 12 463 27 
Norway . . 2 3 587 
Portugal 2 8 250 
Turkey .. 2 20 125 
Greece Rs) 128 
Australia 5 8 679 
South Africa 3 2 264 
Yugoslavia 2 16 140 
Japan 8 $3 100 
i a & 451 700 | Tetal a. 97 743 130 


active participants in the free world’s bloc, while others would have made some 
allowance for the productive power of central and northern Africa, India, 
South America, Sweden and Spain. For what they are worth, however, the 
figures in Table I suggest that the economic potential of the free world in 
1949 was between three and four times as great as that of the Soviet bloc, even 
though its population was only two-thirds as large. It is true that the gap 
may have narrowed somewhat since 1949, and may be narrowing slowly with 
every year that passes. According to official Soviet figures, Russia’s real gross 
national product is now increasing by about 12 per cent. per annum, while 
that of each of the East European satellites is increasing by about 15 to 20 
per cent. per annum; since there is still considerable agricultural under- 
employment in these countries, and since they are all starting from a very low 
level of production, percentage increases of this order are not utterly impos- 
sible. Here again, however, it must be remembered that, so long as the free 














COU 
Its 








MALENKOI’’S ECONOMIC INHERITANCE — 193 


world’s output is some three or four times that of the Soviet bloc, a 4 per cent. 
increase In the tree world’s production is worth as much in real terms as a 
12 or 16 per cent. increase in that of the Soviet’s. Over the broad field, as 
distinct from certain sectors of it, there 1s therefore no real danger that the 
enslaved world will soon catch up with the free. 

The obvious and legitimate objection to this cosy conclusion, however, is that 
the position in specific sectors of the Soviet economic system—and particularly 
in the defence sector—is much more important than the overall picture. When 
Nazi Germany attacked Britain, France and Poland in 1939, the total pro- 
ductive power at Hitler's command was not quite three-quarters of that 
deployed by his enemies; but, by devoting about three times as big a propor- 
tion of his national product to military preparations during the 1930s as his 
opponents had done, Hitler started hostilities with a considerable advantage 
in war material. Is there any danger that Russia could do the same ? 

Quite obviously, there is. According to all reports, Russia now has some 
4,500,000 men under arms and Red China has over 3,000,000; the front line 


) 
TABLE [] 
POPULATION AND PRODUCTION 1951 


er 
Russian 
| Figure as ° 








Unit Russia United United | of United 
| States Kingdom | States 
Population . . a Millions | 207 154 50 | I 34 
Coal - ae Miutlion tons 225 519 216 | 43 
Steel a — Million tons 31 95 Ib 33 
Electricity .. .. | Billion kilowatt | 103 370 60 28 
| hours | 
Crude Petroleum .. Million tons | $2 307 I4 
Cement... wis Million tons | L2 pI "30 
Cars* ve 4 Thousands | 28 6,666 523 6 
Cotton Fabrics .. | Billion metres | 4.7 9.2 2.0 51 
Butter a .. | Thousand tons | 341 5401 OT 62 
! 
*1Q50. tFactory + uel tion waite. 


armament supporting the élite of these troops—on sea, land and in the air- 
is obviously of the highest technical quality. The great danger is that Russia 
might use this initial impetus of power with devastating results in Europe 
and Asia in the first few weeks of a war. They could never win a war against 
America, but by such means they might hope to force a stalemate. 

Economic analysis can do nothing ‘either to deny or demonstrate that such 
a sudden dash for enslavement could succeed: obv iously such a dash would 
have less chance of success now than in 1950, but how much less only , the 
inner conclaves of the military high command—and possibly not even they- 
can know or estimate. The major hope of the West, however, is that Mr. 
Malenkov may not know either. And if there 1s any uncertainty in his mind, 
economic forces are likely to come into the lists as tempering factors again. 
Estimates of the volume of resources that Russia seems to have been or 
could have been—devoting to defence in the last seven years suggest that 
its resources of accumulated military power cannot be as frighteningly. great 
as its. front line strength. And it is this front line strength that the. West 
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has seen so far, when Communism has bared its teeth in Korea and along 
the fringes of the Iron Curtain in Europe. 

This, at any rate, is the conclusion to be derived from Russia's own statis- 
tics. These indicated that about 20 per cent. of its state budget and about 
14 per cent. of its national income (or, say, $7 to $8 milliards) was devoted 
to defence in 1949. By 1952 the proportion of the Russian state budget listed 
as being for defence had risen to 24 per cent.; even if the increase in national 
income is taken at the near 40 per cent. that Russia claims to have achieved 
in these three years, this would indicate a defence programme of about $14 
or $15 milliards in 1952, or less than one-third of American military eases: 
last year. 

This slap-happy arithmetic is, of course, subject to two overriding qualifi 
cations. The first is that the Russian figures may understate the true extent 
of their armaments programme; in other words, more than 14 per cent. of 
Russian national income may have been devoted to defence in 1949-—with 
the corollary that there was some deliberate overstatement in their assess- 
ment of the proportions devoted to investment, stockpiling (including in- 
creases in work in progress) and consumption. The scope for distortion 
here, however, is not very large. The estimates for net investment (21 per 
cent. of net national income) and stockpiling and work in progress (6 per 
cent.) cannot have been gross exaggerations if Russian claims of annual 
increases in production are of the right order of magnitude ; if those claims 
themselves are inflated, then, of course, the estimates given here for present 
Russian production are inflated, too, and Russia’s ov verall position is even 
weaker than has been assumed. The residual percentage of Russia’s net 
national income shown as going to consumption (on Western definitions) in 
1949 was the very low one of 59 per cent. It may be that some of this “ con- 
sumption ’’ represented purchases of military uniforms, and so on; but if it 
included any substantial outlay on actual weapons of war, then all Russian 
statistics for the output of individual consumer goods, and for wage earnings 
and price levels, are very cunningly faked as well. Moreover, as Table | 
showed, income per head in the Soviet Union is only about one-half of that 
in the industrial countries of Western Europe; if much less than 59 per cent. 
of that income is devoted to consumption, then the Soviets are indeed trying 
to run an industrial economy at a coolie’s standard of life. 

The second correction that needs to be made to Russian defence statistics 
is perhaps of greater significance. The fact that the Soviet may be devoting 
only about one-third of the real resources to defence that America is able to 
deploy does not mean that it is building up only one-third of America’s effective 
military power. Very little of Soviet defence expenditure goes in the provision 
of high wages and creature comforts for the troops; it goes on guns instead. 
But unless two-thirds of the Western allies’ defence expenditure is titivating 
the tail instead of sharpening the sting of its armed forces, it seems certail 
that the enslaved world must now be re-arming at a slower rate than the free 
And in an all-out war, or at any rate one in which Western Europe had not 
been swiftly overrun, the balance of productive power would surely be evel 
more markedly on the right side of the scales. 

_ This, then, is Mr. Malenkov’s economic inheritance. It does not, for 
tunately, seem to be a very promising inheritance for any aspirant to worl 
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domination. In fact, if the new leader is a man with restless ambitions, he 
might find it wiser to sit quietly for a time and make peaceful noises, in the 
hope that this might lead to a gradual disengagement of American forces from 
Europe and Asia. If he is a man who merely wants a quiet life, for unhampered 
attention to the internal struggle, he might even consider it wiser to work 
for rapprochement with the West, while still fishing, perhaps, in the troubled 
waters of African and Asian nationalism, in the hope of securing powerful 
long-term accessions to the Communist side. On the whole—admittedly it 
is a very tentative and uncertain whole—it still seems most reasonable to 
suppose that it is one of these two policies (more probably the first) that a 
strong Malenkov might wish to follow. 

What, however, of a weak Malenkov, tottering in a precarious saddle ? 
This, of course, 1s a subject on which the political expert must have much 
more to say than the economic analyst. Indeed, before the economic analyst 
can say anything at all, it seems necessary to distinguish sharply between the 
two types of tension that might threaten Mr. Malenkov’s position. 

The first threat would be an internal coup within the Kremlin itself. It is 
perhaps legitimate to suggest, on principles of management rather than of 
politics or economics, that the recent re-organizations within the Russian 
Government are not such as to suggest that an established dictator is in full 
command. Between Mr. Malenkov and each of the four vital sectors of Soviet 
Government stands one of his four colleagues in his inner cabinet of five; 
Mr. Beria stands between him and control over internal security, Mr. Molotov 
between him and foreign policy, Marshal Bulganin (a politician, not a soldier) 
stands between him and the defence forces, and Mr. Kaganovic is apparently 
in charge of the long array of economic ministries. Marshal Stalin never gave 
such specific powers to his immediate subordinates, or at any rate not to so 
many at once. But this system of administrative organization, although 
possibly disadvantageous to Mr. Malenkov, does not seem disadvantageous to 
the hopes of the West. If a personal challenge to Mr. Malenkov arose from 
one or more of this subordinate quadrumvirate, it is difficult to see how he 
could counter it by plunging his country into war; for a resort to war would 
necessitate control over the sinews of power now apparently spread through 
four different pairs of hands. 

Those who argue, therefore, that fear in the Kremlin, rather than ambitions 
in the Kremlin, is the most potent danger to peace to-day should be careful 
to define what they mean. Any decisions to “slam the door on history ”’ 
would surely seem more likely to arise from a threat to the combined power of 
the inner cabinet of five than from a threat to Mr. Malenkov’s personal position. 
some experts have suggested that such a threat might arise within Russia 
itself, from the army of bureaucrats and factory managers that has sprung 
up, as “a new bourgeoisie ’’, within the Soviet industrial economy. Since 
these men cannot possibly have any co-ordinated organization, however, this 
threat must surely be less potent than that which might arise from outside 
Soviet Russia’s borders—that is to say, from the satellite countries. And 
it is here, it may be tentatively suggested, that economic forces may come 
into the centre of the picture again. For all economic reports from the East 
—most recently and most strikingly those in the annual survey of the Economic 

omission for Europe—suggest that, swiftly and immutably, the satellite 
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Governments are approaching the one phase of Communism they must really 


fear—the battle with their peasants that Stalin waged, with unspeakable 
ferocity but behind safely sealed frontiers, in the early 1930s. 

The dominant feature of the satellite economies to-day is that farm output 
is lagging behind the demands generated by expanding industrial incomes and 
population. Official Communist statistics show that the real value of agricul- 
tural production in Hungary and Eastern Germany is almost exactly the same 
as it was just before the war, while agricultural production in Czechoslavakia 
has declined by some 10 per cent.; in the same period total real national 
income is said to have risen by 50 per cent. in Hungary and 40 per cent. in 
Czechoslovakia, though in East Germany it has risen by much less. Similarly, 
in the four vears between 1947 and 1951, agriculture’s share in the gross 
national product in Roumania declined from 50 per cent. to 33 per cent., and 
its share in Poland from 24.0 to 19.6 per cent. Quite clearly, this lag in agricul- 
tural production is causing grave food difficulties in the towns. 

The satellite governments have so far deployed three main weapons in 
their battle against the peasants. First, they have imposed swingeing capital 
levies in order to force the peasants to make and sell more produce. Thus, 
the E.C.E. reports that in Poland in 1950 and in Roumania and Bulgaria in 
1952, peasant holdings of cash were reduced to one-third, one-fifth and one- 
quarter respectively of their former value, in what were euphemistically 
termed ‘‘ currency reforms’. Secondly, the assessment of compulsory deli- 
veries of produce by peasants to the state has been tightened and rationalized; 
the E.C.E. reports that Poland, Czechoslovakia and Eastern Germany te- 
sorted for the first time in 1952 to “ individual assessment of each holding by 
references to rules defining the productivity of land of different types ”. 

Thirdly, and in the face of most bitter opposition, the State is resorting to 
collectivization—or in other words, to nationalization—of the peasants 
holdings. Bulgaria is the only satellite country where collectivization has so far 
proceeded smoothly; some 53 per cent. of arable land there is now farmed by 
state or “ co-operative ’’ bodies. The relevant percentage in Czechoslovaki 
is 43 per cent., in Hungary 27 per cent., Roumania 16 per cent., Poland 15 per 
cent., Albania 9 per cent. and Eastern Germany 7 per cent. But each of these 
countries is trying to push the frontiers of the State farms further forward, in 
order to support their industrial revolutions—which in turn are very largely 
motivated by the need to satisfy Russia’s economic plans and war machine. 

To sum up: The two central economic features of Mr. Malenkov’s inher 
tance seem to be that he has a relatively secure and expanding internal economy, 
but one that could not hope to win a long-drawn-out war with the West; and 
that he has a periphery of exploited satellites that have still to face up to thet 
gravest social problem in the march towards Communism. It would not b 
surprising in these circumstances if Mr. Malenkov decided to abjure any plans 
for an aggressive war, but decided, too, to make it plain to the West that the 
barbed wire fence around the most vulnerable marches of this empire Is 4 
prickly as ever—if not more so. For what they are worth, Russia’s action 
and utterances in his first weeks of office seem to accord only too well with 
the pattern of such a policy. It remains to be seen whether such a policy, ! 
attempted, can be successful; or, if it is not successful, to what adventure h 
might next turn his hand. 
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Report on Nationalization 
I—The Financial Results 


By Oscar R. Hobson 


T is seven years since the first of the five major industries nationalized by 

the Labour Government, namely, coal mining, came under state control 

and, if we omit the iron and steel industry, it is nearly four years since 
the last of those industries, gas, passed out of private (and municipal) into 
public ownership. [Tour to seven years is not a long period in industrial 
history, but it 1s perhaps long enough to justify an interim survey of the 
results of this new and experimental type of industrial structure. This is 
what I am attempting in this and two subsequent articles in THE BANKER. 
No British writer can approach such a task with an entirely impartial mind, 
but I shall, at any rate, try to be as fair and objective as I can. And I want 
tv emphasize at the outset that only rather tentative and provisional con- 
clusions can at present be drawn and that my object is certainly not that of 
political polemics but rather of independent criticism designed to help towards 
the avoidance in the future of past mistakes. There is, perhaps, scope at this 
present time for such an endeavour if only because there 1s evidence of a good 
deal of heart-searching on the wisdom of further nationalization amongst 
socialists. 

Anyone who sets out to assess the results to date of the nationalized 
industries must necessarily come up at once against a major difficulty—the 
diticulty of the criterion. Are the results achieved by the industries in 
question to be measured against the results that the same industries achieved 
under their previous owners or that they would have achieved had they 
remained under those owners? Are they to be measured against the hopes 
and expeetations that the protagonists of state ownership of industry enter- 
tamed before they succeeded in nationalizing the industries in question ? 
Or, finally, are they to be measured against some hypothetical norm, some 
postulated standard of ‘‘ what could reasonably be expected in all the 
circumstances ? ”’ 

All three planes of reference present difficulties. Comparison with private 
tnterprise would, no doubt, be the best test if it could be carried out with 
‘geen scientific accuracy. But, of course, it cannot. It would be absurd 

to attempt to compare the railways as they are in 1953 with the railways as 
they were either in 1946 or in 1938, let alone compare the nationalized railways 
of 1953 with what the railways of 1953 would have been under private 
ownership. Such a concept is clearly far too vaguely hypothetical for serious 
use. On the other hand, comparison of the actual experience of the State 
industries with the claims set up for nationalization before nationalization, 
though it may have some value as a deflating and debunking agent, is rather 
of historical than constructive interest. And the third method—‘“ have they 
done as well as could be expected ?’’—is, of course, even vaguer and more 
unscientific, though it has its value, since political decisions are usually neces- 
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sarily based on judgment rather than on strictly scientific or logical reasoning. 


In what follows I shall have recourse, as occasion demands, to all three 


criteria. And I shall confine my attention mainly to four of the nationalized 
industries: coal, transport, electricity and gas. Also in state ownership are, 
of course, iron and steel, telecommunications, the two airways corporations 
and the Bank of England. Of these, the Bank of England is in no sense 
industry, and any discussion of its performance since its share capital passed 
to the State on March 1, 1946, would have to follow radically different lines 
from those appropriate in the other cases. The iron and steel industry I omit 
altogether, because its nationalization is a bare two years old and is shortly 


NATIONAL COAL BOARD 
(£ millions) 


1947 1948 1949 1950 195! 1952* 

Income from sales, etc. .. - 371.0 457.2 478.4 481.0 541.1 — 
Colliery profits (or losses) .. —- 9.2 16.2 29.4 24.2 21.2 7.0 
Total profit before tax and interest —- 8.2 17.3 26.2 25.3 14.7 6.5 
Profits tax .. -— — 3.5 2.5 2.0 - 
Interest and interim income pay- 

able to Minister of Fuel and 

Power ‘. i sok 15.1 15.0 13.2 14.5 14.5 11.7 
Surplus or deficiency - ea —- 23.3 ..9 9.5 8.3 -— 1.8f —- 3.6 
Cumulative deficiency$ _... i - 23.5 - 21.8 -— 12.3 4.0 — 5.8 —9.4 
* January to September. Estimated deficiency for whole of 1952, £8.2 millions, making cumue 


lative deficiency £14 millions. 
Tt Loss due to £5. 5 5 millions loss on imported coal. { Including {1.2 millions loss on imported coal 


§ Including fo.2 millions from 1946. 


BRITISH TRANSPORT COMMISSION—-WORKING RESULTS 
(f millions) 








1948 1949 1950 1951 Total 
Working surplus Ya - ke ae 15.2 31.3 40.0 49.1 165.6 
Central charge (interest and administration, 

Oe.) .. - ar ‘ én a 40.9 48.6 49.8 46.2 I9I.5 
Deficit or surplus ; ia —~ 1.7 -17.3 -9.8 + 2.9 — 25.9 
Capital redemption and special items on 3.0 3-5 4.3 2.8 13.0 
Balance on net revenue account - ct —- 4.7 —20.8 —-I4.1 + O.I — 39.5 





to be reversed. The airways corporations are in a special position as being 
‘“infant industries ’’ which have a special claim for financial assistance from 
the State. And the Cable and Wireless corporation, whose capital is now 
owned by the State, can also be said to occupy a special position in that it 
conducts internationally telecommunication services that, nationally, have 
in all countries been carried on from time immemorial by the central govern- 
ment. Only incidental reference, therefore, will be made to the experience of 
these three last-named nationalized enterprises. 
It seems convenient to consider the experience of the four great nationalized 

corporations mentioned under three different heads, namely: 

(1) Financial results; 

(2) Organization and functional efficiency ; 

(3) Labour relations. 
In the remainder of this article, therefore, I propose to survey and discuss 
the financial performance of the corporations; the second article I shall devote 
to considering the complicated and difficult problem of administrative set-up 
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and the results, in terms of functional and technical efficiency, that have been 
secured by the administration established by the various nationalizing Acts. 
And in the last article I shall discuss the relations between labour and the 
corporations and shall conclude with some final observations on the whole 
experiment of nationalization. 

Some people (though perhaps fewer than two or three years ago) may feel 
inclined to quarrel with the order of these heads of treatment. They may 
demur to the view that finance comes first. The notion that ‘“‘ money doesn’t 
matter ’’ or at any rate that “‘ money oughtn’t to be put first ’’ is one of those 
loose ideas that germinate so easily in war-time. Those who hold it com- 
monly pride themselves on being realists—on “ seeing the realities which are 
hidden beneath the veil of finance ’’. In fact, they are, of course, the reverse 
of realists. They fail to see that a nationalized industry that fails to meet 
its current expenditure, including proper provisions for maintenance of 


BRITISH ELECTRICITY AUTHORITY 
(£ millions) 


1949 1Q50 I95I 1952 
Income from sales, etc.  .. i ty - 197.2 213.7 236.1 262.8 
Consolidated net trading surplus. . - a 20.7 24.9 27.3 25.9 
Interest 5% ve - et = a 15.9 17.5 20.4 23.3 
Profits tax vs ata - a 2 = : 0.25 : 
Net surplus .. = i ‘ss is 4.4 7.2 6.3 2.9 
Cumulative surplus ee a ee - 4.4 11.6 17.9 20.8 
GAS COUNCIL AND AREA BOARDS m 
(£ millions) 

1950* 1951 1952 

Gas sales 4 ix 4 is “a 111.4 133.3 147.6 

Total profit before tax and interest dis 8.6 11.8 13.9 

Interest “a “a ba ~e 7.9 8.7 10.1 

SOR «. ee - js a - 0.5 52 I.4 

Central Guarantee Fund .. eon me 0.2 0.3 0.5 

Net surplus... ss i és ‘1 0.003 1.9T 1.4 

Cumulative surplus .. r , 0.003 1.9 +5 


* 11 months to March 31. 
* Including income attributable to 1950. 


physical assets, out of current revenue is making a demand for veal resources 
onthe community. And they fail to see that, if their desire for nationalization 
of a greatly increased number of industries were carried out, the demand for 
resources represented by collective losses—or, short of losses, by inability to 
cover the depreciation of assets—might have intolerable consequences for 
the community. 

The various nationalization Acts, of course, laid a definite financial obliga- 
tion on the public boards that they set up. These were to ensure that their 
revenue should be sufficient to meet all ‘‘ charges properly chargeable to 
revenue taking one year with another ’’—or words to the same effect. It 
may be that the injunction could not easily have been expressed in more 
precise terms. No one would suggest that it would be right or possible to 
lay on the railways or the electricity system or even the coal mines the duty 
of balancing accounts each and every year. Yet there seems to me no doubt 
that the formula “‘ taking one year with another ” has proved an unfortunate 
me. It has conveyed the impression, whether intentionally or not, that the 
achievement of a genuine balance between revenue and current expenditure 
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is not as imperative a matter for the State-controlled enterprise as 1t would 
be for a private business. 
~"’ Tt is time now, before the argument proceeds further, to parade the actual 
financial results of the nationalized undertakings. This is done in the seven 
accompanying tables. These give for each of the four principal under- 
takings total sales, profit before tax or interest payments, amounts paid in 
tax and interest, final surplus (or deficiency) and cumulative surplus (or 
deficiency). For the lesser nationalized enterprises, the airways and _ tele- 
communications corporations, similar details are given. 

Now it is clear at a glance that the general picture thus presented 1s not a 
pleasing onc. Coal and transport, the industries first taken over, both show 


BRITISH OVERSEAS AIRWAYS 


(4 mullions) 


1Q47 1Q45 [LQ40 1Q50 rQ5! 1952 
Vrohit or loss 743 O.4 7*3 - 0.9 3-0 - 3.2 
interest charges 0.3 0.5 0.5 0.9 1.0 1.0 
Net surplus or deficit S.1 73 7.3 - 25 4.6 0.3 
Cumulative loss Sw [4.2 23.0 30.8 35-4 35.1 


BRITISH EUROPEAN AIRWAYS 


(4 millions) 


1047* 1945 1Q4Q 1Q50 fQ51 1952 
Operating loss a ve me z.1 2.2 2.5 b.2 O.d 1.2 
Net interest charges oe O.! 0.2 6.9 0.2 
Net loss rae ix ie os .2 3.6 2.8 L.4 1.0 1.4 
Cumulative loss ae i ss ‘2 5.5 S.6 10.0 [2.0 12.4 

* 8S months only. 

CABLE AND WIRELESS 
(4 millions) 

| 1Q47 h9gS 1g 4g-50™ 15! 1952 
Vrofit before tax. awa Py 1.0 2.2 1.5 
laxation'.. O.gd O.9 0.5 I.4 i 
Net profit. . o.s 0.3 - oO. 0.5 
0.8 [I .6 a +5 } .( 


Cumulative profit 
* 5 months. 


a cumulative deficit for their six and five years of working—for the results 
for 1952 when they are available are not likely to improve this showing. 
The other two main undertakings, electricity and gas, have both earned 
surpluses in cach year of working, but these surpluses are obviously small in 
‘elation to the magnitude of their operations and their assets. Thus the 
{2,920,000 surplus earned by the British Electricity Authority in 1952 was 
carned on total assets valued at close on £1,000 millions and the British Gas 
Council’s {1,463,000 surplus was based on assets figuring in the balance sheet 
at £420 millions. The Gas Council, indeed, admitted in its report that the 
disposable surplus “on a turnover of £261 millions provides a very small 
iiargin ’’ and that ‘‘ the period since vesting date has been too short for the 
building up of adequate reserves”. The two airways corporations have made 
consistent losses, though these show a declining tendency. The telecom- 
munications concern, Cable and Wireless, has continued to earn a surplus, 
though this, like that of the Electricity Authority, seems to be following 4 
rather disconcertingly downward slope. | 

‘The broad picture, however, cannot be accepted at its face value until 
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some of its details have been examined. There is, in fact, a good deal to be 
said both in extenuation and accentuation of the first impression created by 
these accounts. To begin with, of course, the period covered by them was 
one of inflation and persistently rising commodity prices. Such a_ period, 
inevitably, creates special problems for enterprises, whether private or public, 
supplying services like transport, light and power. Custom, physical and 
administrative difficulties, and even the law make it hard or impossible for 
such organizations to keep their charges in step with their costs. There is 
bound to be a lag and this fact can fairly be pleaded in mitigation by the 
railways and the electricity and gas boards (though hardly to the same extent 
by the Coal Board) for their failure to earn adequate surpluses in these last 
five years. Even so, one feels that the lag became in practice greater than 
it would have been had the enterprises remained in private hands. The 
compelling urgency of the “ profit motive ’’ was not there; there were no 
discontented bands of dividendless shareholders to plague directors and make 
their lives a burden. In the circumstances of the times, complaints might 
not have been positively fruitful, but might they not at least have availed to 
prevent the more flagrant acts of “ political ’’ interference that gratuitously 
aggravated the economic causes of loss—notably Mr. Bevan’s order in 1951 
to the Railway Executive to submit to the wages demand that it had rejected 
and Mr. Churchill's intervention in 1952 to arrest the rise in railway fares 
that the Rates Tribunal had sanctioned ¢ Experience does seem to have 
shown—what many foretold in advance—that the mere size of these great 
aggregations of resources has rendered them more susceptible to political 
pressure, notwithstanding the efforts of the legislature to insulate them 
against such, than smaller units performing the same services would have been. 

Full weight, nevertheless, must be given to the “ inflationary lag ’’ factor. 
[tis certainly to be expected that if, as we hope, a period of more stable prices 
hes ahead, the nationalized boards will be able to get their finances into better 
shape. 


FINANCIAL SHORTCOMINGS 

The requirement implicit in that phrase is a more exacting one than most 
people imagine. In other words, the finances of the nationalized undertakings 
fall further short of the desirable standard even than the summarized results 
indicated. There is in the first place the matter of depreciation provisions. 
All the undertakings followed the time-honoured method of providing on the 
basis of “‘ historical cost’. Two of them, the British Electricity Authority 
and the British Gas Council, have in recent annual reports explained their 
attitude on the matter. The B.E.A. (in its 1951-52 Report, sections 363 
él Seg.) Says that it and the Area Boards “ propose to continue their policy of 
providing depreciation by reference to the historical cost of their assets and 
conservative estimates of the lives of these assets and applying surpluses 
largely in the creation of reserve funds which will be available not only to 
meet occasional deficiencies should they arise, but also to assist in financing 
the replacement of assets ” 

The Gas Council appointed a special committee to consider the problem of 
depreciation—complicated in its case by the fact that the true historic cost of 


major assets taken over was impossible to compute. As a result it was 
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decided that ‘‘ depreciation on a straight line basis should be provided on the 
net book value of assets taken over’’. The rate of provision was left to the 
Areas but the average is just under 5 per cent. On the main issue the Com- 
mittee (Gas Council 2nd Report, paras. 187/196) could make no recommenda- 
tion nor reach agreement. But, say the Council, the Council and Area Boards 
‘are well aware that fixed assets have to be replaced at a cost several times 
their present book values”’ and that “‘ the increased cost can come only by 
charging customers higher prices for gas or by raising fresh capital ”’. 

The British Transport Commission, too, has an illuminating note on 
depreciation policy attached to its Financial and Statistical Accounts for 1951 
(Notes 54-56) in which it is stated that as and when earnings are available 
‘it is intended to make allocations to a Replacement Reserve towards meeting 
the amount by which the current cost of replacement exceeds the gross book 
values upon which the depreciation provision is included’. The expression 
of this intention is followed by the statement that “an allocation of some 
£16 millions would have been appropriate for the year I95I°’, assuming 
replacement of all assets at mid-1951 prices. It is fair to add that the Trans- 
port Commission, unlike the other nationalized boards, is required (under an 
outmoded provision which somehow found its way into the Transport Act, 
1947) to make an annual provision out of revenue for the “‘ redemption of 
capital’’. For this purpose, as the tables show, some {2,800,000 was provided 
in 1951. This provision goes some way, though not very far, towards making 
the allocation ‘‘ which would have been appropriate ’’ for replacement. 

This is not the place in which to enter upon a deep discussion of accounting 
principles on which there is still much difference of opinion among professional 
accountants and much divergence of action in private business. What 
cannot be concealed, however, in dealing with nationalized industry as a 
whole is that the absence, virtually speaking, of any provision out of current 
revenue for the full cost of replacement of depreciating assets (or of the 
earning-power to make such provision), does mean that this substantial 
section of industry must rely for the maintenance of its physical assets on 
drawing upon the pool of national savings at a time when that pool is 
notoriously deficient. 

Two further matters need to be mentioned in connection with the finances 
of the nationalized corporations. The first is taxation. Under the various 
nationalizing Acts Parliament tried roughly to equilibrate the burden oi 
taxation falling on these corporations with what it would have been had they 
remained in private ownership. The fact that the capital of the corporations 
(except Cable and Wireless) was entirely loan capital was not to exempt them 
entirely from profits tax. In fact, however, it would seem that the nationalized 
bodies have so far derived some advantage as against the previous private 
ownership in that their general record of overall losses has exempted them 
from profits tax, whereas the previous private owners would have paid profits 
tax on the profitable undertakings without being able to set off the losses ol 
the unprofitable undertakings. Only the National Coal Board has so far 
suffered profits tax—to the extent of about £8 millions in the years 1949, 195° 
and 1951. 

The other and more important matter is interest. The fact that the 
nationalized corporations have to provide for interest on their capital out o! 
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revenue is quite widely held to impose an unfair burden on them. Even on 
the management side one not infrequently hears it suggested that if an under- 
taking has covered its current expenditure out of revenue without providing 
anything for interest on capital it has really done quite well. On the labour 
side, interest 1s not uncommonly regarded as a complete and unjustifiable 
imposition—a capitalist stratagem to make the worse appear the better cause. 


Bras Towarpbs UNSOUNDNESS 
This, of course, is economic illiteracy. As plant, machinery and vehicles 
do not fall hke manna from heaven but result only from hard work plus 
abstention from consumption, interest on capital is just as much an essential 
charge on revenue as any running cost. I don’t intend, however, to waste 
time arguing that issue here but merely to refer to the special point so often 
made that, whereas under private enterprise a large proportion of capital is 
commonly equity capital on which dividends are not paid unless they are 
earned, the nationalized corporations have only loan capital, the payment of 
interest on which is not contingent on profits. This, of course, is true but the 
inference that the nationalized corporations are seriously handicapped because 
of it is not true. The nationalized industries were launched in the period of 
ultra cheap money and that fact fully compensates for the disability of absence 
of equity capital. 
The British Transport Commission in its 1951 Report (para. 55) dealt 
very straightly with this point. This is what it said: 

‘‘ The amounts paid in interest and dividends on their stocks and shares 
by the Main Line Railway Companies and London Transport before the 
war were higher in relation to turnover than is the interest paid on Trans- 
port Stock to-day. Expressed as a proportion of each £ of gross receipts, 
the comparable figures are :— 


Railway Companies 1938 .. - - - 3s. Id. 
London Passenger Transport Board 1938-39 _ .. 2s. gd. 
British Transport Commission 1951 is Ra Is. Id. 


Put another way, interest paid to stockholders was about a sixth or a 
seventh of pre-war working expenses compared with one-sixteenth to-day. 
These figures do not substantiate the view that the cause of higher fares 
is the excessive amount paid by way of interest ”’. 


In all the circumstances it is impossible to pass a favourable judgment 
on the financial conduct of the nationalized industries. The industries in 
question employ a labour force of some two million workers and an aggregate 
capital of {2,000 millions. They represent not a great deal less than 10 per 
cent. of the aggregate of British industry. Over the five years or so average 
period of public ownership they have sustained an aggregate loss of some 
{75 millions irrespective of the adequacy of the depreciation provisions. This 
loss is just as much a charge, if a less direct one, on the purse of the community 
as the loss on the groundnuts scheme, which it exceeds. If it continued at 
the present rate it would prove an intolerable burden. It should with more 
settled conditions be brought within a more manageable compass. Yet all 
experience so far points to the conclusion that the finances of nationalized 
business will suffer from a permanent bias towards unsoundness. 
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Electronics and the Banks 
li—Costs of Electronic Accounting 


By M. S. Goldring 


Hk banks are constantly seeking ways of keeping down the rising pressure 

of their operating costs, and for many vears have achieved excellent 

results from a progressive substitution of machine operations for manual! 
ones. Now, however, the scope for major economy by mechanization, of the 
kinds employed in the past, is narrowing fast. Could the adoption of electronic 
devices, as distinct from mechanical ones, give a new lease to the drive for 
technical efficilency—and perhaps open up a prospect of progress at least as 
fruitful as that of the past twenty-five years ? If the application of electronics 
to the routine processes of banking is technically feasible, could it be dom 
without big changes in the fundamentals of banking practice ? 

The article in THE BANKER last month, which posed these questions, 
suggested that both can be answered affirmatively, if conditionally. The 
feasibility of applying the principles of the electronic computer (or electronic 
‘brain '’) to bank accounting, in such a way as to achieve important savings, 
seems to have been sufficiently indicated, prima facie, to deserve serious 
studies of the possibilities in practice. The most important recent develop- 
ment that justifies this conclusion is the linking of the computer with rapid 
printing devices—-so that the benefits of the extremely high speed working 
of the “ brain ” are not lost in undue manual or mechanical delays either in 
feeding work to it or in recording results in a form that matches current banking 
practice. There are hopes, too, of parallel developments that would permit 
the substitution of high-speed electronic sorters for the huge manual labours 
of the clearings—-though, if the cheque and customer's statement are to retain 
their present form and flimsiness, these hopes depend upon the adoption of 
coding techniques. 

These rosy conclusions are, of course, purely hypothetical, in the sense that 
they derive simply from a comparison of the known abilities of computers. 
and of other electronic apparatus already developed, with the needs of present 
banking routine. They have not yet been put to a practical test; and even 
at this stage it is clear that any project for electronic accounting would have 
to resolve at least two big practical difficulties. The first arises from the 
probability that cost factors, rather than technical ones, would set fairly 
confined limits to the range of worthwhile application in banking—unless there 
were fairly considerable changes in internal organization. Probably very few 
individual branches of the banks have a turnover big enough to justify the 
installation of their own self-contained units of plant for electronic accounting. 
Even in fairly big branches, the electronic ‘‘ brain ’’ would almost certainly be 
under-employed. But the fact that it might work below the optimum level 
does not of itself prove that it would not pay to install it: its total running 
costs (including, of course, capital amortization) might still show worthwhile 
savings on existing costs—with the possibility of bigger Savings as business 
expansion or organizational changes reduced the “degree of sub-capacity 
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working. The problem, at this very early stage of exploration of the possi- 
bilities, is to get some reasonable measure of the point, in terms of minimum 
volume of work, at which savings could be expected. 

Some light can be shed on this crucial problem by a series of estimates 
framed by Ferranti Ltd., makers of the computer of the type (and size) des- 
cribed in these articles. In furtherance of its plans for marketing the computer 
in industry, the company has costed the running expenses fairly closely. 
Bearing in mind the sort of work the banks would want it to do, the costs 
might work out as follows: The initial price of the computer, fully installed, is 
about £90,000, and provision for amortization is tentatively suggested at 
£20,000 a year, a seemingly liberal allowance that is apparently intended to 
allow for the possibility that the machine may become out-dated by later 
developments rather than its wearing out. A sum of £5,000 to £7,000 a year 
is allowed for wages of technical staff: a good mathematician should supervise 
the use of the machine if the best is to be got from it, and four specialist 
engineers are needed to service it if it works a single-shift 53-day week. The 
cost of spares and replacements is low. By the time the computer at Manches- 
ter had been running on a 53-day week for six months, 111 of the 4,000 valves 
had been replaced at an average cost of 5s. each. A few conductors and 
resistors had also been replaced at the cost of a few pence apiece. An allowance 
has also to be made for replacement of the eight cathode tubes, at £25 each. 
The Manchester machine has been used as a test bed for various designs of 
tube, and so has not provided any reliable data on this; but 2,000 hours 1s 
deemed a fair working basis for the average life of a television receiver's 
cathode tube, and the less heavily loaded tubes of a computer should have a 
longer life. From these figures, interested observers in the banks may be 
able to form a first impression of the point at which installation might be 
economic. Ferranti’s own rough estimate, put roundly, is that the computer 
becomes commercially attractive when it begins to do the work of 100 clerks, 
so that its installation shows really big savings only where it will be fed with 
this amount of work. On a strict cash basis, it can be said that the running 
costs of the computer work out at the equivalent of fifty clerks at an average 
wage of {500 to {800 each. There are few branch offices with a staff beyond 
these numbers, and fewer still employ as many on work of a type that the 


computer could take over. 
The second practical difficulty is that if computers are installed for decen- 
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tralized accounting, as under the present system, no single branch would be 
likely to have sufficient work to justify more than one of the large machines 
of the type considered here; hence the daily routine of each office would 
become dependent upon a single machine. If it went out of order, the work 
of the office would be brought to a standstill. Obviously, unless there were 
assurance that the chances of a major breakdown were very remote, this 
would restrict the application to departments in which a battery of computers 
—perhaps smaller ones—could be used. The existing number of these monster 
computers is still too small, and their designs differ too widely, for anyone to 
be able to give the requisite assurance with any certainty. The manufacturers 
can, indeed, point to the fact that the Manchester computer has not yet had a 
really serious breakdown. But one swallow does not make a summer. 





CENTRALIZED BOOK-KEEPING 

The limitation set by the minimum volume of work needed for economic 
operation might, however, be greatly widened if the experiments now being 
planned in centralized book-keeping were to lead to its adoption over any 
considerable area of the branch network. Some banks are already actively 
studying the possibility of regional groupings of branches for the purpose of 
centralizing their accounting at a single office in each region, a form of book- 
keeping that was widely and successfully practised in Germany before the 
war. The main objection that has to be faced is that it involves a day’s delay 
in entries on the customers’ account as distinct from the banks’ own accounts. 
None the less, the rising costs and staffing difficulties now being experienced 
by the banks, especially in some districts, have given some of them a sufficient 
inducement to embark on these studies. The system would operate by the 
linking of the several branches by teleprinter with the regional centre at which 
all postings would be handled. At the end of each day, the central office would 
set its own teleprinters in reverse and would thereby transmit the completed 
account postings back to the branches during the night. On the following 
day the local staff would then adjust the customers’ statements correspondingly 
—just as is now done, under the traditional system (and sometimes with the 
same delay), after the branch ledger-keepers have done their job. These 
experiments have not been put in hand with any intention of preparing the 
way for electronic book-keeping; the methods to be used at the central office 
are the familiar ones of the standard keyboard adding machine. But such 
centralizations could equally provide the basis for a change to electronic 
methods, with their potentialities for much more considerable economies. In 
that event, the branch teleprinters would “ feed ’’ the computer with work 
just as directly as if it were on the spot. Each cashier could, if desired, be a 
“ feeder’, by recording his work through a small keyboard instead of noting 
it manually, as he does now. It ought also to be possible to dispense with 
local preparation of customers’ statements. 

This last point, however, is a difficult one—given present conventions and 
the habitual expectations of customers. Even the present more limited 
experiments might yet founder because of the delay involved in adjusting these 
statements. But there are various ways in which this disadvantage might be 
minimized or overcome. The local cashier could, of course, always tell the 
customer the balance on his account by taking the overnight balance and then 
adjusting it for the current day’s transactions. But if that were not deemed a 
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sufficient facility, the central office might be equipped to transmit, on request, 
a picture of any account by tele-photography. A third possibility would be 
to exhibit the account to the customer, perhaps even to photograph it for him, 
by television—a method that has the advantage of avoiding any delay between 
the request for the account and its exhibition to the customer. This is, in fact, 
one device of electronic banking that has lately been in operation—in Glyn, 
Mills; but it operated there under highly specialized conditions, through the 
linking of the bank’s Whitehall office to a suburban ledger office twenty miles 
away. In this particular case, the bank had for special reasons moved the 
ledger-keeping out of London; later, it experimentally linked the two offices by 
television. But this installation affords little guide to the likely costs of the 
television system considered more generally, because in this case the cost was 
shouldered by the manufacturers that installed it. They estimate, however, 
that the running costs of a single unit should not be more than a few 
shillings a day. Much more significant is the fact that this particular experi- 
ment does not appear to have been very successful in the technical sense; 
the difficulties experienced in operating between Whitehall and the suburbs 
suggest that it is unwise to plan for the use of television unless it 1s certain 
that topographical conditions between the centres in question are favourable. 
Intervening hills and buildings can interfere with, or completely block, local 
reception. In other words, a bank could not assume that the television 
system could be emploved in every regional grouping that might be desired 
for other reasons; nor, even in moderately propitious circumstances, could 
it expect reception of pictures to be invariably satisfactory. The effective 
range, in any case, is at present limited to 25 miles. Of course, there is in 
principle the possibility of laying a co-axial cable between each pair of 
offices, but the cost of doing this over any distance would be prohibitive. 
At this early stage, the scope for banking by television is evidently closely 
circumscribed. 

So much for the possibilities, in so far as they are yet discernible, of 
electronic accounting as such. <A concluding article will examine the possi- 
bility of the application of electronics to the sorting (and listing) work of 
the clearing departments and will also discuss the possible lines of approach 
to the study and testing of the potentialities and organizational problems 


considered generally. 
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Government Expenditure since 1913 


rose from £2,308 millions to £11,384 millions, or by about 380 per cent. 

In the same period total tax payments in the United Kingdom—including 
local rates and national insurance contributions (which are in effect a poll 
tax)—rose from {254 millions to £4,816 millions, or by nearly 1,800 per cent. 
The proportion of net national income going in tax payments, therefore, rose 
from II per cent. in 1913 to 42 per cent. in 1951. It may be true that asa 
country grows richer, its people may prefer to have a rather larger proportion 
of their incomes to be spent for them centrally by their Government—and 
consequently to have a smaller proportion to spend as they wish themselves. 
By 1913 the stage was set for some tempering of the crudities of extreme 


Bree trom 1913 and 1951 the net national income of the United Kingdom 





TABLE I 
THE BURDEN OF TAXATION 
(£ millions) 
Years beginning April I 
IQI3 1924 1935 1936 1938 








Central Government total tax revenue s3 ua 163 690 739 783 896 
Insurance contributions* .. - es as gt 28 97 104 109 
Rates .. ss i ‘% os a ea 82 162 187 197 216 
TOTAL .. - ut a na 254 880 1,023 1,084 1,221 

As &% of Net National Income.. v “ II 22 25 25 27 





Calendar years 











1935 1946 1947 19458 1949 1950 1951 

Central Government total tax 
revenue as “i os 576 3,141 2.389 3,513 3,689 3,707 4,003 
National Insurance contributions 109 170 232 335 436 440 452 
Rates 7 oa - - 211 269 307 318 326 337 361 
TOTAL .. ee és 1,196 3,580 3,676 4,160 4,451 4,484 4,816 
As ©) of Net National Income 26 43 42 43 43 42 42 








* Calendar years for National Health Insurance (up to July, 1948). + 1914. 


aisser-faire. But it is absurd to suppose that the British people, if given the 
choice in this period, would have opted to see the rate of increase in the public 
purse exceed that in their private purses by four or five to one. 

There is likewise no doubt that this quite disproportionate growth of 
Government expenditure and taxation has been grossly uneconomic. This 
does not mean that it can—or should—be swiftly cut to the level that it would 
now have reached if economic forces—‘‘ welfare economics ”’ in the Benthamite 
instead of the Bevanite sense of the word—had been in control in Whitehall. 
Anybody would prefer not to let a boil burgeon forth on his neck; but that does 
lot mean that the obvious and painless way to remove a boil, once it has 
sown, is to hack if off with a knife. The moral that should be drawn from 
the truly shocking figures set out in this article is rather that any British 
“overnment with a true regard for the people’s wishes about re-distribution 
of spending power should trim Government expenditure as and where it can; 
and that it should resolutely determine that as and if national income rises 
in the future, Government expenditure will not be allowed to rise too. There 
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es 





is a vast backlog between the public and private sectors to be made good if 
a proper balance is to be achieved. 

The object of this article is not to expatiate upon how and where Govern- 
ment expenditure should be cut or curbed; that has been done on several 
occasions in THE BANKER in the past.* Its object is the more limited one 
of setting forth the facts, and explaining how and by what stages the present 
lack of balance has come about. The four accompanying tables, which 
(extending as they do over a long period during which many changes have 
occurred in the coverage of the statistics) necessarily conceal some complex 
accounting difficulties, should be read with this object in view. 











TABLE II : 
ORDINARY EXPENDITURE AND NET NATIONAL INCOME 
| Net National Defence (Including War 
| Income* Total ‘‘ Ordinary ”’ Pensions) and Debt 
| (Calendar Expenditure (Excluding Service (Excluding 
years) Sinking Fund) Sinking Fund) 
Years % of % of 
Beginning £ £ National £ National 
April 1 millions millions Income millions Income 
IQII—13 (average) 2,259 165 2 97 4.3 
1924 i és 3,919 745 Ig.0 472 I2.0 
1935 - a 4,109 738 18.0 390 9.5 
1930 7 4 4,388 790 ie 438 I0.0 
1937 sa es 4,616 899t 19.5 518F a2. 
1938 oe - 4,638 1,055T 22.7 638T 13.8 
1944 - - 8,366 6,074 CP i N/a N/a 
1947 a es 8,837 3,0875 34-9 1,451 16.4 
1948 “A ‘ 9,798 3,1977 32.7 1,318 13.5 
1949 - - 10,291 3,357 32.0 1,301 12.6 
1950 ie - 10,665 3,238 30.4 1,344 12.6 
195! vs a 11,384 4,026 35-4 1,709 I5.0 
1952 bs re N/a 4,508§ N/a 2,196§ N/a 
* At factor cost. Estimates of Dr. A. R. Prest up to 1937. Remaining figures are official 


estimates. 

+ Including £65 millions of defence expenditure charged ‘‘ below-line’”’ in 1937 and {128 
millions in 1938. 

t 1947 and 1948 figures adjusted to take account of advance payment made at the end of 
1947-48 for food imports from Argentina which were received in 1948-49. 

§ Revised estimates; includes the £64 millions of expenditure written off against defence 
aid, and assumes £600 millions for total interest payments on the National Debt. 


Table I shows that the percentage of taxes to national income doubled 
(from 11 to 22 per cent.) between 1913 and 1924, although by the latter year 
Government expenditure had fallen steeply from its war-time level and the 
Geddes axe had still further reduced expenditure (by about a quarter in all) 
The late 1930s showed a further rise in the weight of taxation, to what Mr. 
Colin Clarke has called the “‘ danger point’ of 25 per cent. This, however, 
was largely due to rearmament, and it was not until after the second world 
war that peace-time public expenditure settled down at a level that the 
economy quite clearly cannot afford. As the table shows, the ratio between 
taxation and net national income has remained extraordinarily constant— 
at 42 or 43 per cent.—in each year since 1946. 

These figures for the growth of total taxation provide the best available 
measure of the expansion of the public sector of the British economy. Figur 


for central Government expenditure alone are a less reliable guide—partly 
eile 


* See, for example, ‘‘ Where Can the Social Services be Cut ?”’ in THE BANKER of April, 195! 
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because of changes in the division of functions between Whitehall and the 
local authorities, and partly because of accounting difficulties in the earlier 
years. Nevertheless, it is to the expenditure figures that the analyst must 
turn when assessing the causes, as distinct from the course, of the whole sorry 
story. These figures are set down in Table II. It will be noted that this 
table shows “ ordinary ’’ Government expenditure only—that is to say, it 
excludes the capital or “‘ below-the-line "’ expenditure, which has risen to its 
present level (generally above £500 millions net a vear since 1947-48) largely, but 
TABLE III 
MAIN CATEGORIES OF CIVIL EXPENDITURE 
(£ millions and as a percentage of national income) 
Year Beginning April | 
1913 1924 1936 1935 1947 1948 1949 1950 I95I 





Central Government, Foreign ffm. 5 22 30 42 99 118 130 145 #145 
and Imperial, Home Depart- 
‘%. ¢&.2 oF OF OF F244 282 Tie 29 
-m. iI 18 8 170 —s «I7!I 150 38135 I22 
Trade, Industry and Transport 2 4, 4 + én al 33 
~~ — BF Ct +0 £0 F.7 258 B22 Fak 


Education and Broadcasting, 
Health, Housing, Town 
Planning, Labour, Insurance 
and Contributions to Local 


£m. 31 Il3 220 281 625 867 1,047 1,088 1,084 


< 
ment, Law and Justice 


% 2.3 29 $0 6.2 §:0 8.7 10:52 210.2 0.9 


Revenue 
Supply, Food and Miscel- ffm. — — — — 702 504 558 374 #1794 
laneous » A — —— -— — 7.9 §-2 5.4 3-§ 7.0 
Total civil expenditure (in- ffm. 54 226 368 £427 1,769 1,845 2,059 I,902 2,304 
cluding other categories) % 2.3 $86 8.4 9:2 20.0 18.9 20.0 17.8 20.4 


TABLE IV 
CENTRAL GOVERNMENT EXPENDITURE ON THE SOCIAL SERVICES* 
(£ millions) 
Years Beginning April I 
1913 1924 1936 1935 1947 1949 1950 1951 








Education os “s ao 17 48 59 57 169 229 238 258 
Health .. - re oe { 12 263 394 398 
National Insurance and Civilian >} 14 65 162 1664 
Pensions J L185 175 177 179 
National Assistance (Poor Relief) 3 4 4 ~~. 15 56 55 69 
Housing Subsidies “s - --- 7 14 15 56 66 60 60 
Family Allowances sb ‘a —- a -— — 61 61 62 63 
Food Subsidies . . re 2 — — — — 333 392 371 396 
Total of the above ‘a 34 124 239 238 83I -1,242 1,357 1,423 
% Of Net National Income .. I 3 5 5 9 I2 13 I2 


Note.—Where details of actual expenditure under different heads are not available, the 
estimates given in the annual financial statement have been used. 

* Including local government expenditure financed by specific Exchequer grants but not 
that financed by block grants (which cannot be allocated between different services). 


not wholly, because the Government has assumed important lending functions 
that were formerly the province of the private capital market. 

It will be seen from Table II that ordinary Government expenditure 
absorbed some 7.3 per cent. of net national income in 1911-13. This proportion 
tose to between 18 and 23 per cent. in the inter-war years, and then to between 
30 and 36 per cent. in each year since the war. During the war itself it soared 
to the fantastic level of 72.7 per cent. It must be remembered, however, that 
these figures are expressed as a proportion of net national income; since net 
ivestment (even on the official definition, of gross investment less Inland 
Revenue depreciation allowances) was a substantial minus quantity during 
the war, the British people can be said to have lived in this period by eating 
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its industrial machinery. This is a legitimate diet when the enemy is at the 
gate, but it is not conducive to long life in time of peace. 

If Britain was to make good this backlog of investment needs, and still 
maintain tolerable standards of personal consumption, it was obviously essen- 
tial that Government expenditure in the post-war years should fall back to—or 
if possible below—its share of the national cake in the 1930s. Table II tells 
the story of the failure to accomplish this. This failure has not been mainly 
due to what may be called “ inevitable ’’ Government expenditure or “ expen- 
diture on unpleasant necessities’’. Since the end of the demobilization 
period, 1945-47, the two principal forms of such expenditure—defence and the 
debt service—have accounted for between 124 and 15 per cent. of net national 
income, compared with 13.8 per cent. in 1938. The cause of the blight has 
lain in the growth of civil expenditure instead. 

Tables III and IV show the course of the main categories of civil expendi- 
ture. Table III is obliged to utilize rather untidy “‘ portmanteau "’ headings. 
The first of these headings (‘‘ Central Government, etc.’’) can perhaps be 
broadly classified as administrative expenditure. This has admittedly in- 
creased its slice of national resources by 64 times since 1913, but the growth 
between 1938 and 1951 was only from 0.7 to 1.3 per cent. of net national 
income. There is still some room for cuts here, but they cannot be very large 
ones. The same disappointing conclusion is broadly true of the second group 
in the table (“ Trade, Industry and Transport ’’). It is therefore in the last 
two groups—the first of which broadly comprises the social services, though 
not the food subsidies—that the main cuts and curbs must come. These 
two groups rose from under 14 per cent. of net national income in 1913 to 
just over 6 per cent. in 1938 and to 16.5 per cent. in 1951. 

As Table IV shows, the share of net national income going to the social 
services, including the food subsidies, rose from I per cent. in 1913 to 5 per 
cent. in the late 1930s and to 12 per cent. in 1951. There has been a welcome 
fall in the financial year 1952-53—probably to between {1,350 and {£1,400 
millions (or, say, II per cent. of net national income); the exact break-down 
under the headings used in Table IV cannot be estimated until the full budget 
accounts for the year are available. But it is clearly in this branch of expen- 
diture that first the axe and then the rein should be applied. The next 
fortnight will show whether Mr. Butler is to continue the good—but long 
overdue—work that he started last year. 
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A Code for Documentary Credit Work ? 
By Maurice Megrah 


HE controversy concerning the Uniform Customs and Practice for 
[Commercial Documentary Credits, drawn up under the auspices of the 

International Chamber of Commerce, continues. To be or not to be a 
party to the code is the question that still exercises the minds of some countries 
and some banks; the Canadian banks are considering whether or not to adopt 
the code and the Japanese “ A” banks have recently decided to do so. 

The code is an attempt to find universal rules of behaviour in circumstances 
in which there would otherwise be differing practices, to find a means of over- 
coming the conflict of practice and in some sense, therefore, of laws. The 
very attempt points to the need for a remedy and, though the only method 
adopted so far for solving the problem was, I think, the wrong one and has led 
to the sharp divergence of opinion between the subscribing and non-subscribing 
banks, yet it must be admitted that, in the whole thirty years of the code’s 
evolution, little constructive criticism has come from the non-subscribing 
countries. Looking back, as it is easy now to do, it seems to me that the 
fashioners of the code concentrated mistakenly on unifying practice rather than 
} on reaching agreement on terminology, in seeking a body of rules rather than a 
universal understanding, emerging from a common language, which would 
leave national characteristics and inclinations more or less where they were. 
On the other hand, the countries that have steadfastly refused to subscribe to 
the code may not have realized that national laws or customs can be overridden 
by international agreement and, in the belief that their freedom of action would 
be fettered, have refused to have anything to do with the code beyond accept- 
ing it as a “ guide’ where it did not conflict with their own practice. 

In the interests of the smoother functioning of the finance of foreign trade 
by means of documentary credits, the misunderstandings surrounding the 
subject should be cleared up. It is not intelligent, for instance, to argue that 
the code cannot be adopted because it runs counter to case law. Case law is 
no barrier; in mercantile practice there is no hindrance to contracting out of 
national laws, except where they are statute laws and contain an express 
prohibition against contracting-out. The code (in so far as it is precise and not 
elastic), if imposed on a documentary credit contract, merely makes of it a 
special contract, different from what it might otherwise have been. There is 
no greater difficulty in insisting that the code be read into the credit than in 
insisting on a particular type of bill of lading or on a particular validity date. 
When, too, it is argued (as it has been) that the only help given to a bank in 
regard to documentary credit work is to be found in the Bills of Exchange 
Act, one wonders at the confusion; or when it is suggested, rather ponderously, 
that, in English law, a strict interpretation of the instructions is the only safe 
thing, for (though this is generally true) the same applies elsewhere than in 
English-speaking countries, and the position would be no different if the 
United Kingdom adopted the code. But even the practical difficulty would 
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be rather with the merchants than the bankers, because unless the former 
objected the latter would have no ground for doing so. 

On the other hand, not all countries subscribing to the code are in agreement 
upon what subscription means. Some affirm that they are guided entirely by 
the Customs; others adopt them only in regard to credits payable in their 
own countries and not to import credits. Some, again, seem to discriminate, 
between credits established abroad in favour of an exporter, according as the 
credit is established direct with the beneficiary or through one of the banks 
in the exporting country—all of which is a weakness militating against the 
universal adoption of the code. There is, moreover, variety in the practice 
of non-subscribing banks when asked to issue or confirm a credit that is stated 
to be subject to the code. British banks in some cases ignore the instruction, 
yet foreign banks still insert the condition, though they know that the British 
bank may simply disregard it. 

A line often followed is to treat the code as having no application to credits 
made available in any place the banks of which do not subscribe to it—in 
other words, in cases where payment is not to be made in the exporting 
country. The same line is taken where the draft is negotiated in the exporting 
country, on the ground that the credit is available in the importing or financing 
country. Why the act of a Belgian bank, for example, should be thought to 
be governed by foreign law in one case and by Belgian law in another, according 
as the beneficiary’s draft is paid or negotiated in Belgium, is hard to understand. 
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The problem in this branch of overseas banking does not, however, arise 
so much from the uncertainty about what law may be applicable to decide 
the rights and liabilities of the parties in the event of dispute, because that 
can be solved by a code such as the Uniform Customs. Moreover, it can be 
argued that, even without an international code, these rights and liabilities 
can be ascertained readily enough if the occasion arises—though only after the 
dispute has arisen—and that it is preferable, even at the expense of occasional 
recourse to law, to retain liberty of action. That point of view is hard to 
contest. But that does not dispose of the fact that much of almost any dispute 
in this sphere usually springs from lack of clear understanding of the terms 
used, even if those terms are properly employed, as often they are not. 

Looked at from yet another standpoint, the problem emerges in such form 
that a solution must be sought elsewhere than in the Uniform Customs. The 
British banks in the United Kingdom, Australia, New Zealand, South Africa, 
Ceylon and the Colonies, the banks in Ireland, India, Pakistan and Burma 
do not yield in their opposition to the code. Therefore, it should be worth 
while to try to discover a vade-mecum, acceptable to them, that could be found 
either in a code (for there is probably a minimum practice that is acceptable 
to all in almost all circumstances) or in a medium that is capable of much 
more persuasive argument. It is, however, arguable that any code has the 
theoretical defect that it cannot apply in all circumstances and that it would 
break down when it was most needed; in other words, there is no irreducible 
minimum that is of practical value. 

The more easily argued remedy is to try to reach agreement upon a stan- 
dardized glossary of definitions of terms and phrases used in documentary 
credit work and of the rights and liabilities of the parties engaged in it. This 
could serve a double purpose—first, it could go far to remove one of the 
biggest sources of disputes, by placing beyond question what a buyer or seller, 
a beneficiary, or an issuing or a paying banker means or understands when 
giving or receiving instructions; secondly, in doing this it could also, by 
implication, prescribe courses of action and also define rights and obligations. 
If, moreover, such a scheme could be successfully instituted, there would be 
an excellent chance that the range of minimum agreed practice could be 
steadily widened. 

It would be wise, therefore, to begin in a modest way and to build on the 
foundation there laid, according to the dictates of experience. As an illus- 
tration of what is meant the following glossary is offered; it may not accord 
with present practice and there is no doubt that any such pro forma scheme 
would require considerable amendment. But it is clear that agreement on 
definitions as an idea is at this stage more important than the content of the 
definitions themselves. If this is borne in mind, a useful beginning could 
probably be made. There would, of course, be nothing to prevent any minimum 
and generally accepted glossary from being extended further, for restricted 
application (as to the extension) by countries that find no differences as between 
themselves—though a dual system of this kind might detract from the universal 
acceptance of even the basic glossary by traders. In this last context, in 

particular, it should be borne in mind that no code or body of definitions will 
take the place of the education of buyers and sellers and middlemen in the 
Way in which credit instructions should be given and received. 

In closing, may I say that though the pro forma glossary that follows has 
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been discussed in principle and in detail with some of my banker friends, none 
of them and no association or body whatever has the slightest responsibility 


for it. 


GLOSSARY 


DEFINITIONS OF TERMS AND RESPONSIBILITIES GOVERNING 
THE ISSUE, ACCEPTANCE AND EXECUTION OF CONTRACTS OF } 
DOCUMENTARY CREDIT 


This Glossary shall apply to all commercial credits, however named 

or described, that authorize or offer payment against, or negotiation ) 

or acceptance of drafts accompanied by, prescribed documents of title 

to goods; and to all instruments ancillary to those credits, wherever 
appropriate. 


The following definitions are to apply only where the instructions of the donneur 
d’ordre or the intermediary (paying, confirming, negotiating or advising) banker, 
as the case may be, do not otherwise provide. They shall govern the relations 
between banker and customer, banker and banker, banker and beneficiary, and 
banker and transferee in regard to documentary credits; and in the absence of 
any stipulation to the contrary any application for and acceptance of a credit or of 
any instructions issued pursuant to the credit shallimply acceptance of these definitions. 


PARTIES 
(1) (a) The buyer is the person who enters into a contract with the seller 
for the purchase of goods. 


(b) The person who instructs a bank to establish a credit is the “ orderer” 
or donneur d'ordre; he may and usually would be the buyer. 


(2) (a) The seller is the person who enters into a contract with the buyer 
for the sale of goods. 
(b) The person in whose favour the credit is established is the beneficiary; 
he may or may not be the seller. 


(3) (a) The person to whom a credit is transferred is the transferee. 
(b) Under a transferable credit the beneficiary is the prime beneficiary. 
(4) The banker who is instructed by the orderer to issue the credit is the 


issuing banker; he may at the same time be the paying or negotiating 
banker (as where he issues the credit through one of his own branches). 


al 


(5) The intermediary banker who is instructed by the issuing banker is the 

(a) confirming banker, where he adds his confirmation to the irrevocable 
credit of the issuing banker; 

(b) advising banker, where he merely advises the beneficiary of the credlt 
issued by the banker of the donneur d’ordre. 

(c) paying banker, where he accepts instructions to pay either on demané 
or pursuant to his acceptance; 

(d) negotiating banker, where he negotiates, either under instructions 0 
voluntarily. 
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(6) A party to a credit is the donneur d’ordre, the issuing banker, any inter- 


mediary banker, the beneficiary and any transferee; any of these is a 
contracting party as soon as he is in contractual relationship with any 
other party. 


CREDITS 


(I) 


An irrevocable credit is one that is, on the face of it, described as an 
irrevocable credit or which carries the irrevocable undertaking of the 
issuing bank to pay against specified documents or to negotiate or 
accept drafts accompanied by specified documents; any other credit 
is vevocable and binds no party to it after that party has communicated 
notice of revocation or amendment except where the beneficiary’s 
draft has before receipt of notice by the beneficiary been properly 
paid, accepted or negotiated; once payment has been made or docu- 
ments negotiated under the credit revocation is impossible. 


No amendment or cancellation of an irrevocable credit shall be effective 
without the consent of all parties, the donneur d’ordre, the issuing 
bank, the beneficiary and, in the case of a transferable credit, the 
transferee. 


Where to an irrevocable credit is added the confirmation of an inter- 
mediary banker, the credit is a confirmed credit or, in the fuller sense, a 
confirmed trrevocable credit. 


(a) Where the credit may be satisfied by a number of shipments within 
the time allowance of the credit, it is said to be a part shipments 
credit. 


(6) Where part shipments are to be paid pro rata, the credit should 
authorize ‘‘ part shipments pro rata’’; if it does not, a party acting 
under the credit shall not be responsible for seeing that the part 
shipments are made fro rata. 


(c) Where part shipments are permitted and are referable to quantity 
and time, failure to ship the instalments in accordance therewith 
shall entitle the paying or negotiating banker to regard as at an 
end any obligation he would otherwise be under to accept docu- 
ments for further shipments. 


A transferable credit is one which authorizes transfer; unless the credit 
is of a more elaborate type, as in (6), (7) and (8) below, it is transferable 
to one transferee only, provided notice of transfer has been given to 
the issuing banker. 


Where the credit is transferable to more than one person horizontally 
(i.e., as equal, and not as sub-, transferees) it is said to be transferable 
and divisible. 


A transferable and divisible credit does not authorize part shipments by 
the transferees unless expressly authorized by the establishment of a 
‘' transferable and divisible credit, with part-shipments ’’. 


Where the credit is transferred to sub-beneficiaries without restriction 
(i.e., vertically) it is said to be transferable without restriction. 


Where the credit authorizes transfer to a beneficiary in a country other 
than that of the prime beneficiary it is said to be transferable universally ; 
and if to a number of transferees horizontally—then transferable and 
divisible universally, and if, again, to a series of sub transferees, then 
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transferable and divisible universally without restriction, and if part 
shipments are allowed, then ditto, with part shipments. 


RIGHTS AND DUTIES OF PARTIES 
(1) The responsibility of banks which become parties to a documentary 
credit contract is limited strictly to fulfilment of their obligation under 
the credit contract itself and shall in no case extend to the sales contract 
or the goods or their packing. 


(2) As regards the responsibility of contracting parties inter se, the credit 
contract and the contract represented by any bill of exchange which 
may be drawn shall be one and indivisible. 


(3) Contracting parties under documentary credits are responsible to those 
parties only to whom their instructions, offer, acceptance or acknow- 
ledgment are specifically and directly addressed; no contracting party 
may assume, even in the case of ambiguity, that he has the responsi- 
bility of another contracting party—the responsibility must be specifi- 
cally stated and accepted in order that it shall be binding on any party. 
This construction shall apply to all contracts in respect of, or ancillary 
to, the credit contract. 

(4) Where a bank is required to act on credit instructions transmitted by 
cable or telegram the responsibility for error or delay in transmission 
shall fall on the issuing bank; where a credit is communicated in a 
language which is not the language of the intermediary bank and (or) 
the beneficiary, any error of translation shall be the responsibility of the 
intermediary bank. 


(5) <All credits shall be governed by the law of the place in which the particular 
transaction under the credit takes place; where there is conflict between 
issuing and intermediary banker, the latter shall, if he has acted pur- 
suant to the credit in good faith and without negligence, be entitled 
to the indemnity of the former. 


(6) The responsibility of the donneur d’ordre vis-d-vis the issuing bank and 
of the issuing bank vis-d-vis the intermediary banker shall begin at the 
moment notice of the credit is received by the addressee and shall be 
subject only to the proper compliance with the credit contract by the 
contracting party to whom the credit is addressed and communicated; 
the responsibility of the issuing banker vis-a-vis the donneur d’ordre 
and of the intermediary banker vis-a-vis the issuing banker shall begin 
as soon as it is accepted or acted upon or, failing either, if denial of 
responsibility is not communicated to the donneur d’ordre or issuing 
banker respectively within (twenty-four! hours of receipt of notice. 


(7) All credits shall be available up to the advertised closing hour for banking 
business on the day up to which they are stated to be valid, except 
that a revocable credit shall be available in the hands of or in respect 
of the beneficiary or of the intermediary banker up to such time as 
he receives notice of revocation save to the extent to which the bene- 
ficiary has acted upon it in terms of clause Credits (1) of this glossary. 


SI 


(8) An issuing or negotiating bank which is required to pay against documents 
or to negotiate drafts with documents attached shall accept or decline 
the documents within twenty-four hours of their being tendered to him. 


) The first duty of a banker issuing an irrevocable credit is to comply 
strictly with the instructions of the donneur d’ordre; once he has 


Co 











4 CODE FOR DOCUMENTARY CREDIT WORK ? 219 





transmitted those instructions his duty is to the party to whom he 


binds himself. 


(10) Banks giving or acting upon credit instructions shall be responsible to 

their principals for any failure to instruct correctly or to act on instruc- 
tions received, save only where failure is directly caused by circum- 
stances beyond their control or brought into being by a higher (legal 
or legislative) authority such as a court of law or a parliament or other 
national assembly. 


(11) A bank merely advising a beneficiary of the issue by the bank’s principal 
of an irrevocable credit shall be under no responsibility in respect of 
the credit. 


TRANSFER 


(1) Where a credit is transferable, the prime beneficiary shall, in spite of the 
transfer, be responsible to the intermediary banker for the due perfor- 
mance by the transferee of the credit contract and for any costs of 
transfer; he shall be entitled to substitute his own invoices for those 
of the transferee, and to payment by the intermediary banker to him 
of his profit. 

(2) The issuing banker shall indemnify the intermediary banker in respect 
of any loss he may sustain by reason of his compliance with the request 
to transfer. 

(3) No amendment or cancellation of a transferred irrevocable credit shall 
be effective without the consent of all parties, the donneur d’ordre, the 
issuing banker, the intermediary banker, the prime beneficiary and the 
transferee, as the case may be. 

(4) Transfer shall mean the transfer of the whole credit and in the same 
terms, subject to the conditions stated in (1) and (2) above, except 
that the amount of the credit may be reduced to such sum as, with the 
prime beneficiary’s profit, shall make up the total sum; that the price 
may be similarly reduced and that any period within which conditions 
have to be complied with may be shortened, to allow of the substitution 
by the prime beneficiary of his invoice. 


(5) Unless it is a transferable and divisible credit and except as indicated in 
(4) above a transferable credit may not be transferred as to part only. 


VALIDITY—CREDIT AND SHIPMENT 


(I) In the absence of any stipulation to the contrary a credit is to be con- 
sidered valid, as regards its implementation by the beneficiary and the 
intermediary banker and as regards its expiry date, in the place where 
the intermediary banker resides. 


(2) (a) All times for the completion of operations in relation to credits shall 
be stated by reference to specific dates and to the advertised 
closing hour for banking business on those dates; the expressions 
“to”, “until”, “till’’, “ by” shall entail the inclusion of the 
date stated. 

(6) Where the validity date falls on a Sunday, Bank Holiday or other 
non-business day, its validity shall be construed as expiring at the 
advertised closing hour for banking business on the next previous 
business day in the place in which the credit is valid. 

(c) Where general terms relating to time are used, the validity period 
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shall include the last day of the period to which the terms relate; 
but no bank shall be under responsibility for loss arising directly 
from its acting upon a term which is ambiguous or not precise. 
(d) Where a credit stipulates that shipment shall be eftected by a given 
date, it shall be sufficient if the bill of lading is dated before that 
date; the expressions “‘ departure ’’, “‘ dispatch ’’, and ** loading ” 
shall be construed as shipment; the expressions “ first half ’’ and 
“second half ’’ of any month shall be read as up to and including, 
and from but excluding, the 15th day ot the month, respectively. 


DOCUMENTS 

(x) To constitute a good tender, all documents shall be clearly referable to 

the goods which the credit is designed to cover. 

(2) Documents shall be separate documents except where the credit authorizes 
the acceptance of a combined or comprehensive document providing 
the information required. 

(3) A document shall not be a good tender unless any superimposition or 
alteration made upon or to it carries the signature or initials of a 
representative of the issuers. 

(4) Banks shall not be responsible for payment against or negotiation of 
forged or fraudulent documents if the fact of forgery or fraud is not 
evident on the face of the document and is unknown to the bank. 


Except where otherwise stipulated or authorized the following requisitions 
shall apply: 


Bills of Lading shall be steamer or motor, shipped or on board to order 
and blank endorsed, free from any reservation as to the apparent 
good order and condition of the goods or packing {and marked “ freight 
paid ’ ‘|; the date of the bill of lading shall be immaterial, as also the 
date on which it is tendered, providing, in this last case, that it is tendered 
before the expiration of the credit; ‘and at such time as will enable 
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the receiving banker to dispatch it with the certainty (apart from 
accidents beyond his control) of its reaching the consignee before the 
goods themselves arrive at their destination). 

No other document shall be a good tender for such a bill of lading. 

Where a bill of lading contains a qualification which may or may 
not be a reservation as to the apparent good order and condition of 
the goods or packing, it shall be a good tender if accompanied by a 
certificate of a consular officer of the country of destination of the 
goods, identifying the goods and certifying that in the opinion of the 
signatory the qualification is not such as to constitute a reservation 
of the good order and condition of the goods or packing. 

Except as shown in the previous paragraph, where a bill of lading 
bears a superimposition by the carrier, no matter of what nature, it 
shall be deemed not a good tender. 

A bill of lading evidencing shipment on deck shall not be a good 
tender. 

A bill of lading evidencing transhipment shall not be a good 
tender, unless the document contains a clause specifically authorizing 
transhipment. 


Marine Insurance Policy shall be a policy providing cover 
(a) granted by the Institute Cargo Clauses (All Risks), (War Time 
Extension) and (Extended Cover) of, the Institute of London 
Underwriters; or 
(b) for all the risks specified by the donneur d’ordre. 
No substitute for such a policy shall be acceptable. 
A bank shall not refuse payment under a credit by reason only 
that the policy tendered bears a date subsequent to that on the relative 


bill of lading. 
Where the credit makes no mention of the amount for which the 
insurance is required, it shall cover fat least] the invoice value of the 


goods plus Io per cent. 
Where a credit calls for postal receipts, it shall be sufficient where 
the vovage is entirely by rail 1f railway parcels receipts are tendered. 


Invoices. A bank shall be under no responsibility for checking the 
arithmetic of invoices. - 


General. It shall be sufficient tender if the description of the goods 
contained in the bill of lading and marine insurance policy shall be 
clearly identifiable with that given in the credit, providing that there 
is no conflict between the two. 


INDEMNITIES 

(1) No bank shall be obliged to accept any indemnity in any circumstances 
whatever. 

(2) Where banks deliberately depart from instructions on the strength of the 
offer of an indemnity or other security, such indemnity or other security 
shall be for the benefit only of the bank to whom it is addressed and 
shall not enure for the benefit of any other party. 


(3) A bank departing from instructions and paying against indemnity or 
under reserve shall inform its principal that it has done so. 
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Recent Trends in American Banking 


"[ tewildering” and multiplicity of American banks are apt to be somewhat 





bewildering to a British observer endeavouring to extract the salient 

facts from the statistics relating to recent changes in United States 
banking. Two years ago THE BANKER* gave a brief analysis of some features 
of the experience of the twelve largest New York banks between 1940 and 1950. 
The present article brings this story up to date and also extends it to cover the 
biggest institutions outside New York. The accompanying tables examine 
some of the main items in the balance sheets of all United States banks whose 
deposits totalled over a billion dollars at the end of 1952. This restricts the 
list to eighteen institutions from among the 14,000 or so banks that exist in 
the United States. Of these eighteen giants, nine have head offices within New 
York City, two are within Chicago, while three are in the State of California 
—two in San Francisco and one in Los Angeles. New York State banking 
law restricts domestic banks to branches within a city’s boundaries; Illinois 
State banking law limits them to one office only and permits no branches, 
while California banking law permits state-wide branch banking. The result 
is that the Bank of America of San Francisco, with its 531 branches throughout 
California, has become the leading exponent of state-wide branch banking 
and the largest of all United States banks. There is no such restriction 
applicable to foreign branches, so that the National City Bank of New York, 
with 57 branches outside of the Continental U.S.A., and the equivalent of 
almost a billion dollars deposited in those foreign branches, far exceeds its 
competitors in that field. Seven of the eighteen banks examined _ below 
maintain foreign branches, and the only one of the first five not to do so— 
the Manufacturers Trust Company—maintains the largest branch system in 
any one American city, with 110 branches in New York. 

The published deposits of these eighteen banks rose during 1952 by $1,786 
millions, or 4.1 per cent. This was roughly twice the rate of growth shown by 
the English clearing banks in 1952, but was a good deal less than these same 
American banks showed in 1951—when the total rose by $2,598 millions, or 
6.3 per cent. But, as Table I shows, the rate of growth varied widely from 
bank to bank over the two-year period; it ranged from under 3 per cent. for 
the Irving Trust (one of the smallest of the eighteen) to nearly 21 per cent. 
for the Bank of America. It would be wrong, however, to deduce from this 
that the largest banks showed the fastest growth; geographical and other 
factors were clearly at least as important as size in influencing the changes. 
In several cases, too, the comparison has been distorted by amalgamation. 
For example, the smallest of the New York banks shown in our article of two 
years ago—the Commercial National Bank—has since joined forces with the 
Bankers Trust, now fifth in size in New York. 

American banks, and American commentators, pay much more attention 
to considerations of relative size than do the English banks (at any rate, in 
public). Some American banking journals regularly publicize tables of “ rank" 
compiled on a variety of ingenious bases. This rather curious exercise has, 
perhaps, some point in the present context, to enable the English reader to 
form a clearer idea of the size of America’s biggest banks. If the deposits of 











* “ Trends in New York Banking ’’, THE BANKER, April, 1951. 
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the British ‘* Big Seven ’ banks at the end of 1952 were converted into dollars 
at the current rate of exchange, and if all the relevant differences between the 
American and the British banking systems are disregarded by including both 
groups of banks in the same “ rank ”’ table according to the size of their total 
deposits, the “ Big Five’ would all be among the first dozen on the list. 
Martins would rank immediately below the eighteen largest American banks, 
and the District eight places below that. 

Tables II and III show that there was a very marked diversity in the 
asset structures of the different American banks. In examining the cash ratios 
shown in Table I it should be remembered that statutory reserve requirements 
against demand deposits (‘‘ current ’’ accounts in British terminology) are 


TABLE I 
AMERICA’S LARGEST BANKS, 1950-52* 
DEPOSITS AND CASH RATIOS 
(Millions of U.S. Dollars) 








Gross DEposiTs , CASH AS % OF 
Dec. 31, % Change °, Change DEPOSITS 

1952 since 1951 since 1950 1950 1951 1952 
Bank of America, San Fransisco .. 7,485 + 9.5 + 20.9 | 18.3 17-3 19.7 
National City ee ne .. 5,614 + 3.1 + 9.3 28.2 27.0 36.6 
Chase National . 5»247 + 1.9 + 7.7 | 30.58 32.3 429.6 
Manufacturers Trust 2,726 6.1 5.6 | 31.7 34-0 32.7 
Guaranty Trust Y ag .. 2,625 — 2.7 + 4.9 | 29.2 w2.0 26:6 
First National, Chicago .. 2,607 5.2 + $8.4 | 25-5 28.5 28.4 
Continental Illinois, Chicago .. 2,569 + 3.6 8.0 | 30.4 29.6 21.8 
Bankers Trust oa és .. 1,907T — 1.9 —- 4.0 | 23.2 26.3 26.1 
Chemical , a ~ .. 1,881f + 6.0 + 14.7 | 3.8 38:5 26:2 
Security-First National, Los Angeles 1,874 + 7.9 + 10.1 Oo. 28.6 28.1 
Hanover... +: os .. 1,677 + 0.8 + 3.7 | 2.8 Mme Mas 
Mellon National, Pitisburgh .. 1,660§ 1.6 — 10.9 | 25-5 27.8 26.8 
National Bank of Detroit .. .. 1,639§ +I11I.4 + 10.2 | 27.4 2:2 26 
First National, Boston _ ss 5,0ae + 1.6 6.1 29.9 1.0 29.0 

: 9 

Bank of Manhattan ws -. 1,269 + 1.3 + 4.7 | 31-7 34-7 33-5 
Irving Trust in >a .. 1,264 + 1.8 + 2.7 | 33-4 31.6 26.8 
Cleveland Trust, Cleveland .. 1,243 + 4.1 + 7.6 22.2 20:5 18.2 
American Trust, San Francisco .. 1,170 + 6.9 + 14.9 | 20.0 23.5 25.6 


* All banks with gross deposits over $1,000 millions on December 31, 1952. Italics indicate 
banks with head offices outside New York City. 

+ These banks’ deposits were increased by amalgamations during 1951. 

§ These banks’ deposits were increased by amalgamations during 1952. 


higher for banks in central reserve cities than for reserve city banks, and that 
these in turn are subject to a higher requirement than are the “ country ”’ banks. 
Requirements against time deposits (‘‘ deposit ’’ accounts in Britain) are the 
same for all banks. From these rules it follows that the New York and Chicago 
banks have to aim at a higher cash ratio (other things equal) than those in 
Boston, Cleveland and San Francisco; on the other hand, those in Los Angeles 
and Pittsburgh would not be required to keep cash ratios as high as the banks 
in the other cities represented in the list of eighteen. Different distributions 
between time and demand deposits as between different banks also produce 
differing cash requirements from bank to bank. 

During the war years, as our earlier article pointed out, the American 
banks’ liquidity ratios fell substantially, though they rose considerably after 
the war. Despite successive increases in reserve requirements, the banks were 
teadily able to finance the increase in their loans—by the painless device of 
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procuring additional cash by selling Government securities at the prices 
pegged by Mr. Snyder’s cheap money policy. The restoration of some flexi- 
bility to the market for Government securities during 1951 and 1952, com- 
bined with two further increases in reserve requirements against demand 
deposits during 1951, has caused some banks to feel the pinch—as a recent 
article in THE BANKER has explained.* It is in the light of these developments 
that the changes in the cash ratios of these banks during the last two years 
should be viewed. The majority of the banks listed in Table I had a tighter 
liquidity position (more especially if the higher reserve requirements are taken 
into account) at the end of 1952 than at the end of 1951. The combined cash 
ratio for the whole eighteen fell from 27.1 per cent. to 26.3 per cent. during 
the year. In the previous year about half of them showed increases in their 
cash ratios. It must be reiterated that until early in 1951 they could increase 








TABLE II 
RATIOS OF MAIN ‘‘ EARNING” ASSETS, 1950-52 
GOVERNMENT SECURITIES , LOANS AND DISCOUNTS As 
AS °% OF DEPOSITS | °% OF DEPOSITS 
1950 +I95t 1952 | 1950 1951 1952 
Bank of America, Saiz Francisco 25 25 21 | 53 53 54 
National City .. oe 34 28 26 | 32 38 40 
Chase... - “ vs 30 23 20 | 38 42 48 
Manufacturers Trust .. < 40 33 29 | 29 32 32 
Guaranty Trust.. - . 23 26 27 | 49 51 60 
First National, Chicago ne 37 28 27 | 40 40 47 
Continental Illinois, Chicago .. 50 47 51 | 22 25 30 
Bankers Trust .. a - 25 21 26 | 47 48 53 
Chemical. . “ is = 28 29 26 | 39 40 44 
Security-First, Los Angeles .. 57 52 53 | 26 29 29 
Hanover .. bs “ ps 37 36 30 | 34 36 41 
Mellon National, Pittsburgh .. 48 35 34 | 29 37 40 
National Bank of Detroit 47 45 44 | 17 24 24 
First National, Boston .. < 32 31 28 | 43 44 48 
Bank of Manhattan .. - 24 2: 25 | 44 45 40 
Irving Trust He - ka 30 26 28 | 44 48 50 
Cleveland Trust, Cleveland... 38 39 39 34 34 38 
American Trust, San Francisco 31 29 31 | 45 40 45 


their liquidity at will, and without loss, by sales of Government securities. 
They had thus been able to build up a comfortably liquid position, so that 
their cash ratios were not the limiting factor for advances policy up to that 
time—or, indeed, until well into 1952. 

The part played by sales of Government securities in maintaining liquidity 
ratios is illustrated by the reductions since 1950 in the ratios of Government 
securities to deposits shown for most of the banks in Table II. Some of these 
reductions, especially among the largest banks, were considerable. The 
declines in 1951 were generally greater than in 1952; indeed, several banks 
showed an appreciable recovery in this ratio during 1952, and, on balance, the 
combined accounts show a slight rise, from 28 to 29 per cent. Virtually all 
the Government securities held by American banks have shorter lives than 
ten years, and the biggest banks, at any rate, show a heavy concentration 
upon securities with less than five years to run. 








* «« Dearer Money in America ? ’’, THE BANKER, February, 1953. 
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Table III shows how greatly the relationship between capital funds and 
risk assets (that is, loans, discounts and investments other than Government 
securities) varied between different banks. This ratio between capital funds 
and risk assets is one to which American bankers traditionally attach a great 
deal of importance. In fact, one of the main reasons why the removal of the 
peg from the Government securities’ market in 1951 gave rise to such a healthy 
(and disinflationary) re-assessment of lending capabilities was that some 
bankers began to wonder whether they should not now begin (when calcu- 
lating this ratio) to count their swollen portfolios of Government securities as 
a type of risk asset as well. 

As in Britain, the role of commercial financing, by loans and discounts, in 
the assets structures of the banks has become steadily more important in 
recent years. The ratio of loans and discounts to the deposits of the eighteen 
American banks has risen appreciably both during 1951 and 1952. As Table II 
indicates, only one of the eighteen showed a reduction in this ratio during 
1951. In 1952 all showed an increase and the proportion for the combined 


TABLE III 
RISK ASSETS AND CAPITAL, DECEMBER 31, 1952 
Capital Funds Risk Assets Capital Funds as 
$ mn. $ mn. of Risk Assets 
Bank of America, Saz lrancisco is 424.3 3,958.3 10.7 
National City ee e - 305.2 2,942.0 13.1 
Chase National .. sia stp ‘ 375.1 3,136.3 11.9 
Manufacturers Trust di bs es 171.0 1,066.3 16.0 
Guaranty Trust .. ois 7 ‘i 355.9 ‘749.1 231 
First National, Chicago .. - - 186.0 373.0 13.5 
Continental Illinois, Chicago ‘aly * 199.1 G22.1 21.6 
Bankers Trust i ~~ , at 173.0 1,135.1 15.3 
Chemical .. ss sa ei in 25.2 1,020.6 [2.2 
Security-First National, Los Angeles .. 115.9 631.9 18.3 
Hanover .. oa a a iJ 142.1 775.7 18.3 
Mellon National, Pittsburgh gs Sh 221.3 890.9 24.8 
National, Detroit .. ie re - 74.7 555-4 13.4 
First National, Boston .. id 4 124.8 340.1 14.9 
Bank of Manhattan i hie za 84.5 636.8 13.3 
Irving Trust “3 in v on 121.4 722.6 16.5 
Cleveland Trust, Cleveland - ats 68.5 613.7 aa2 
American Trust, San Francisco .. 65.1 623.5 10.4 


accounts of the eighteen rose from 41 to 44 per cent. The changes in the 
ratios were more marked in 1951 for some banks and in 1952 for others. It 
should not be forgotten that the biggest expansion of loans by American banks 
during the post-Korea boom took place in the second half of 1950, and so is 
not apparent from the figures in the accompanying tables. The expansion 
proceeded more slowly in 1951, but the total of loans showed another marked 
increase in the second half of 1952. 

_ The recent rises in short-term interest rates have led to an appreciable 
increase (to about 3} per cent.) in the banks’ average earnings on Government 
securities since 1950 (when the average was about 1} per cent.), as well as from 
their charges for loans. The larger banks report increases of up to } per cent. 
during 1952 in the average rate earned on loans, though these rates remain 
low by British standards. Average rates charged by American banks on short 
loans to business rose from 2.7 per cent. in 1950 to 3.1 per cent. in 195r and 
}5 percent. in 1952. Net operating earnings of the large banks in 1952 showed 
‘ppreciable increases over both the 1950 and 1951 figures, though several of 
them had experienced a decline in 1Q5I. 
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Industrial Development in Wales 
By E. Victor Morgan 


HE six years following the end of the war brought great changes in the 


economic life of Wales. Besides the major investment projects in coal 

steel, oil and electricity, the Treforest trading estate was enlarged and 
three new estates, at Hirwaun, Wrexham and Swansea, were set up; outside 
the estates about 130 new factories were set up by the Government, and 
about 170 with private finance. These developments created about 130,00 
more factory jobs than had existed in 1937. Unemployment was reduced t 
the lowest level known in peacetime since 1919, and the Principality acquired 
a diversity of industry that it had never had before. This great programme 
which has been described in earlier articles* in THE BANKER, was In a 
advanced stage by the middle of 1951, and was virtually complete by th 
middle of 1952. 

The one serious doubt in most of our minds was whether the new industries 
which had flourished so well in the hothouse atmosphere of inflation, wer 
hardy enough to hold their own 1n a more normal economic climate. In ths 
respect, the experience of the past eighteen months ts distinctly encouraging 
The recent troubles of the tinplate industry are of a very special nature, an¢ 
will be discussed later. Apart from these, there has been some contraction 
of trade, involving redundancy and short-time, in the radio, textile, chemical 
clothing and toy industries. This has created problems for certain area 
notably the Hirwaun trading estate and Flintshire, but most of the displaced 
workers soon found new jobs, either with their old firms or elsewhere. [1 
other branches of industry there has been a marked expansion, especially i 
engineering, which has been helped by rearmament orders. 

The movement of the unemployment figures is not easy to interpret ove 
a short period of time, as there is a fairly strong seasonal variation. In 
January, 1951, there were rather more than 33,000 unemployed; the figutt 
fell to a record low level of 20,600 in July, 1951, but rose to over 30,000 II 
January, 1952. It dropped again to 24,000 in June, 1952, and rose to 32,60 
in January, 1953. This experience compares very favourably with the res 
of Britain, particularly when one remembers that there has been practically 
no decline in the total working population in Wales, whereas in some othe! 
areas quite large numbers of people have withdrawn from the labour market 

A disturbing feature is the ‘‘ hard core’’ of unemployment among tht 
elderly and disabled, which has been mentioned before in these articles, at 
which shows little improvement. Of the 13,300 men and boys “ whol 
unemployed ”’ (as distinct from ‘‘ temporarily stopped ’’) in June, 1952, ove! 
6,000 were registered as disabled persons. More than 2,500 of these wet 
over 55, and there were a further 2,200 who were over 55 but not register! 
as disabled. Thus more than 60 per cent. of male unemployment was amoty 


those who were over 55 or disabled or both. As we should expect, this aspet! 
a 





*See especially ‘‘Welsh Industry and Rearmament’’, THE BANKER, May, 1951, 3 
‘‘ Prospects for Welsh Industry ’’, THE BANKER, April, 1952. 
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of the problem is even more marked in relation to long-term unemployment, 
and nearly go per cent. of those who had been unemployed for more than a 
year were in one or both of these two groups. 

in some respects, however, the employment situation is more healthy than 
it has been for some time. The shortage of skilled craftsmen is less acute, 
and many types of production are proceeding more smoothly as a result. In 
particular, the major construction projects are making less demands on the 
skilled manpower of the building and civil engineering industries, and this has 
made possible a speeding-up of work on houses and smaller business premises. 

Another welcome feature is the slight increase in employment in the coal 
industry, resulting from a reduction in ‘‘ wastage’ and from an increase both 
in the recruitment of juveniles and in the number of ex-miners returning to 
the industry. An important factor in both these movements is the progress 
that has been made in fighting the dreaded dust diseases. Nearly all the 
coalface that is not naturally wet is now “ wet-treated ’’’; improvements in 
medical examination mean that the diseases are now usually detected well 
before they reach an acute stage; and there has been a marked fall in the 
number of new cases reported during the past few years. 

There has also been a further advance on the technical side of the coal 
industry. Half a dozen major reconstruction schemes are in progress, and a 
start has been made with a new anthracite pit costing £7} millions in the 
Gwendraeth valley. These schemes will take a number of years to complete, 
but many smaller improvements are being made year by year. The South 
Wales coalfield is not easy to mechanize, and some pits are small and nearing 
the end of their life, so that large capital expenditure on them would not be 
justified. In spite of this, however, there has been a steady increase in 
mechanization, as is shown by the following figures :— 


Percentage of output: 1935 1940 1950 1951 
Mechanically cut .. ‘a _ 26 34 44 46 
Mechanically conveyed .. - 45 60 834 854 


In view of these developments, it is very disappointing that productivity 
has not improved. Output per man-shift, both at the coalface and overall, 
has remained practically stationary during the past three years, and is still 
rather below the 1938 level. The reasons for this are complex. The average 
age of the labour force is rising, and coal in the older pits is becoming pro- 
gressively more difficult to win, but it is hard to avoid the conclusion that 
poor morale in the pits is partly to blame. 

In the iron and steel industry, the year has been notable for the opening 
of the cold reduction plant at Trostre, and the announcement of the next stage 
oi the development plans of the Steel Company of Wales, involving an esti- 
mated expenditure of some £40 millions. A second cold reduction plant is to 
be constructed at Velindre, on the outskirts of Swansea, where a site had 
already been partly prepared for the first plant before it was decided to divert 
it to Trostre. The new plant, which will take about five years to build, will 
receive its coiled strip from Margam, and will have as its main unit a five- 
stand cold reduction mill similar to that at Trostre. Initially, production will 
be carried only to the blackplate stage, and tinning will be done at the old 
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works, but space is being provided for the erection of tinning plant when 
required. The plan also involves the construction of a new blast furnace and 
more coke-ovens and open-hearth furnaces at Margam. The blast furnace 
will be one of the largest and most efficient in the world, and will bring the 
total pig-iron capacity of this vast works to about 1,500,000 tons a year. 

These great events, which augur so well for the long-term future of the 
industry, have been somewhat overshadowed by the recent troubles of the old 
pack mills. The product of these mills is not only more costly to produce 
than that of the strip mill, but it is also of lower quality. In particular, it is 
liable to slight variations in thickness, which make it very unpopular with 
customers using high-speed stamping machinery. It has long been realized 
that the old works were doomed to ultimate extinction, but in recent years 
the demand for tinplate has been so strong that it was expected that most of 
them would remain in production at least until the Velindre plant came into 
operation. There was a shortage of labour in the industry and some 500 
[talian workers were recruited, but even so the supply of tinplate failed to 
keep up with the demand and, until very recently, the domestic use of the 
material had been restricted. 

It is because they have come against this background, and come so suddenly, 
that the events of the past few weeks have been such a shock to the people 
of West Wales. The Trostre plant raised the capacity of the industry by 
about 50 per cent., and its opening coincided closely with import restrictions 
in Australia and South Africa, and with a general slackening of the world 
demand for tinplate. In spite of these difficulties exports made a good showing 
(an average of over 28,000 tons a month in the last quarter of 1952, compared 
with about 20,000 tons a month in the corresponding period of 1951), but they 
failed to keep pace with the growing capacity of the industry. Strip mill plate 
found a ready enough market, but stocks from the old pack mills began to 
pile up. 

At the end of January seven works were wholly closed and three partially 
closed. It was hoped that this would restore equality between supply and 
demand, but unfortunately this hope was not fulfilled. At the end of 
February, Mr. E. H. Lever, chairman of Richard Thomas and Baldwins Ltd. 
and the Steel Company of Wales, met workers’ representatives and gave a 
comprehensive review of the situation. He expressed himself as “‘ grievously 
disappointed ’’ at the rate at which orders were coming in, stated that his 
company had stocks of over a million boxes, and announced that the company s 
old style works would stop rolling for “‘ at least three or four weeks "’. Workers 
in these works have not been given notice, and are still receiving their guaran- 
teed weekly minimum wage, but their future is problematical. Meanwhile, plates 
already rolled are being finished, and the three works of the Briton Ferry 
Steel Co. are still carrying on. 

The effect of these closures on employment is serious for, although the 
industry has recently been employing only about 18,000 people, it is one of 
the most highly localized in the country. About 98 per cent. of national 
production is in South Wales, and by far the greater part of this is within a 
radius of about fifteen miles from Swansea. The January closures affected 
about 2,400 men, but many of these were taken into other works by working 
a six-hour, instead of an eight-hour, shift. The latest closures involve about 
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5,000 men, though considerably more would be affected if the works were to 
close down on the finishing as well as on the rolling side. When the Velindre 
plant comes into production and work in the old mills practically ceases, as 
it Is expected to do, it is estimated that between 10,000 and 12,000 men will 
be redundant. 

Unless the market for tinplate turns out to be much worse than is ex- 
pected, there should be room for a fair number of the old works to reopen for 
the interim period of about five years before Velindre comes into production. 
Both Mr. Ik. H. Lever and Sir Robert Barlow, chairman of the Metal Box 
Company, have expressed confidence in a revival of the trade, and Mr. Lever 
spoke of reducing capacity at the old works to the point at which it would be 
possible to provide reasonable constancy of employment for the remaining 
workers until the second cold reduction plant is completed. How many 
closures this policy will entail depends on market conditions, which are very 
dificult to foresee. Meanwhile, the recent events have given a sharp foretaste 
of the difficulties facing this small area of West Wales during the next few years. 


The other major projects under construction in South Wales have made 
good progress, though the Carmarthen Bay power station has been held up 
at times by the steel shortage. The extensions to the National Oil Refineries 
plant at Llandarcy are nearing completion, and the new cracking unit is 
already in commission. Last year the refinery handled a record throughput 
of about four and a quarter million tons. Oijl is now the major item in the 
seaborne trade of Swansea, and the activity at Llandarcy has been reflected 
in another busy year at the docks. Port Talbot is also busy, largely with ore 
for Margam, but the docks at Cardiff and Barry are still working far below 
capacity. The full use of these ports must depend either on a great increase 
In oa exports, which seems unlikely, or on the growth of a general cargo 
trafic for the Midlands, which is stultitied by the appalling state of land 
communications. 

This problem was recently stated by Sir Arthur Smout, Director of the 
Metals Division of I.C.I., as follows: “ Birmingham and the West Midlands 
is a natural market for the products of South Wales industry and the ports 
of South Wales are admirably suited for handling the export trade of Buir- 
mingham and the Midlands, which is one of the largest in the country. The 
weak link between them is the totally inadequate (transport) system generally 

-the indifferent rail service and the particularly poor roads. I feel that 
south Wales cannot make its full contribution because of these poor transport 
facilities ’’. Similar statements have been made recently, and often in even 
stronger terms, by a number of prominent industrialists. 

Unfortunately, there is very little progress to report. The River Neath 
bridge, which is to carry the new Neath by-pass road, has progressed very 
slowly (again owing to the steel shortage) and none of the other major improve- 
ments envisaged by the Ministry of Transport plan of 1946 has even been 
started. In the recent debate on Welsh affairs, Sir David Maxwell Fyfe 
promised improvements on the Neath-Llanelly road and held out hope of a 
relaxation of restrictions in other directions. The steel shortage is easing and 
the completion of some of the great industrial projects will lighten the demands 
on the civil engineering industry. It is to be hoped that the greatest possible 











230 THE BANKER 





use will be made of these opportunities to speed up the long-overdue work 
on the roads. 

The two pressing problems of South Wales, the general one of communica- 
tions and the particular one of redundancy in the tinplate industry, combine 
to raise the question of what should be the future of development area policy. 
Hitherto this policy—in some instances pushed to extremes—has been one of 
taking the work to the workers. Since 1945 new factories have been built 
in about a hundred separate towns and villages, some of them on or near the 
main lines of communication, some in comparatively remote and _ isolated 
valleys. The smaller tinplate towns have so far had less than their share 
of these developments, and are naturally clamouring for more. Special 
assistance in the provision of new factories may not, however, be the best 
form of help for all these communities in the long run, and it will certainly 
not be enough in itself. 

The case for Government intervention in the location of industry is based 
on the belief that, for many types of modern manufacturing industry, there 
is little difference in operating costs between one location and another. This 
is probably true for the main industrial regions of the country, but it 1s not 
necessarily true for the small and isolated township. A factory situated in 
such a community is likely to have high costs of transport both for its raw 
materials and for its finished product. It is likely, also, to suffer in a more 
subtle way from the loss of the advantages that accrue in a large community 
from the division of labour, and that are shown, for example, 1n close contact 
with firms providing ancillary services and undertaking repairs. These dis- 
advantages, when they occur, will be reflected in high costs, which will persist 
throughout the life of the plant. In a time of inflation they may not matter 
much, but with the return of a “ buyer’s market ” even small differences in 
costs will become important. 

There is no doubt that South Wales can support a wide range of industries 
operating at costs competitive with those of other regions. It has abundant 
fuel resources, a great steel industry, and first-class ports; its main centres of 
population are large enough to secure most of the economies of division of 
labour; its people have shown great versatility in acquiring new industrial 
skills; it is near to the industrial centres of the Midlands and, with a relatively 
modest expenditure on communications, could be closely linked with them. 
On the other hand, it does not follow that these advantages are enjoyed by 
every town and village on the periphery of the industrial area. 

Now that we have broken the back of the old style unemployment problem, 
we should surely concentrate on those reforms that affect the competitive 
position of South Wales as a whole. This would mean a major attack upon 
the evils of the transport system and the development, in some cases already 
in hand, of such facilities as electricity and water supplies, which are required 
by all industries. This, together with what has already been done, would 
assure the capacity of the area as a whole to provide employment for its 
people. Greater attention could then be paid to promoting mobility within 
the region, and sites for new factories could be chosen with more regard t 
cost. If this is not done there will always be a danger that the focusing ol 
attention on the needs of particular communities may distract that attention 
from the wider issues on which the prosperity of the whole region depends. 
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International Banking Review * 


Australia 


HE legislation amending the Banking Act and the Commonwealth Bank Act, 

1945, has been passed by the Federal House of Representatives. The new 

legislation limits the power of the central bank to call the deposits of trading 
banks into Special Accounts. It also separates the Commonwealth Bank’s trading 
functions from the central bank proper, and it is intended thus to ensure fair 
competition between it and the private trading banks. 

The Government has decided to allow a further {A 50 millions of imports in 
the financial year 1953-54. The Prime Minister has stated that, together with 
the earlier modifications, this will make a total relaxation of the restrictions 
imposed last March equivalent to a 25 per cent. increase in the inflow of imports. 

During the second half of 1952 there was an adverse trade balance with the 
dollar area of {A 38.5 millions and a favourable balance of trade with the sterling 
area of {A 37.8 millions, whi in trade with other countries there was a favourable 
balance of £A 66.8 millions. 

To afford local manufacturers greater protection against imported goods, 
customs tariffs are being increased on certain textiles and internal combustion 
engines. 

The conference of Australian State Premiers failed to reach agreement on the 
transfer of taxation powers from the Federal Government to the States, and 
the States will not now resume their own taxation rights in the financial vear 
1953-54. Agreement could not be reached on the proposal made by the Federal 
Premier that they should agree in principle to the abolition of the uniform tax 
system. 

Belgium 

To raise money for the repair of public buildings which have suffered flood 
damage, the Government has decided to raise income taxes by 5 per cent., to 
continue the excess profits tax and to increase the betting tax. The extra taxes 
will be levied for one year only. 

The Government has discontinued the tax on exports which was originally 
imposed to cover special expenditures and was subsequently continued for revenue 
reasons. About 70 per cent. of the yield was derived from steel exports which 
had been chargeable at the maximum rate of 3 per cent. The withdrawal of the 
tax is regarded as a recognition of the difficulties that the steel and certain other 
industries are encountering in finding export markets for their products. 

To help finance the Budget deficit, the Government has issued a lottery loan 
lor a total of Frs. 3,500 millions. 

_ Additional import duties varying fiom 1 per cent. to 5 per cent. have been 
introduced following complaints by local manufacturers that imported goods have 
to bear Jess tax in the course of their manufacture than comparable Belgian goods. 


Brazil 


An agreement has been concluded with the United States i xport-Import 
Bank for a loan to Brazil of $300 millions. The money is being used for the 
discharge of arrears of payments due to American traders by Brazilian importers. 
The credit is repayable in three years beginning later this year, and carries an 
interest rate of 34 per cent. 

a 








‘ . . . . . . ‘et , a> 
Other current international banking news is discussed in ‘“‘A Banker’s Diary ’’, on pages 177-182. 
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The rate of exchange in the new free market in Brazilian cruzeiros fluctuated 
initially between 100 and 112 to the £ sterling. The Government has published 
a list of merchandise export transactions that come within the scope of the fre: 
market; varving percentages of the foreign exchange proceeds of certain exports 
mav be negotiated there. The Iinance Ministry has stated that the entry of 
foreign exchange through the free market does not call for evidence of origin, 
and that its incorporation In companies’ assets for the purpose of business 
development is exempt from taxes of any kind. 


Chile 

The Government has assumed broad powers of intervention in the economic 
field to enable it to deal with the country’s precarious economic and _ financial 
situation. It is authorized to fix maximum levels for discount and interest rates 
and to impose other restrictions on the operations of the central bank and other 
Government credit institutions. It may, In agreement with the central bank, fix 
interest rates and inpose other conditions upon the granting of credit bv the 
private banks. 

[It is also authorized to establish a compulsory savings levy of up to 5 per cent. 
of all taxable personal incomes in excess of 15,000 pesos a month for a period of 
two vears; these savings are to be channelled mainly into investments in housing 
and school building construction. The National Savings Bank is to be empowered 
to issue bonds and other securities for mobilizing voluntary savings for the finance 
of house construction or investment in consumer goods production. The Govern- 
ment is also given the right to establish uniform regulations for foreign capital 
investment in order to make investment in Chile more attractive. 


Denmark 

A committee has been set up consisting of representatives of the Danis! 
Ministries of Finance and Commerce, other Government departments and th 
National Bank to examine the possibility of establishing a free market for cur- 
rencies other than the dollar and the currencies of E.P.U. countries. It 1s stated 
that, owing, on the one hand, to a considerable increase in Danish exports to the 
countries concerned and, on the other, to difficulties in importing from. these 
countries at competitive prices, Denmark has accumulated large quantities o! 
non-convertible currencies. The purpose of the present investigation is to dis 
cover whether a means can be found of remedying this situation bv allowing 
these currencies to be traded at rates determined by their supply and demand. 


France 
The Government has authorized the resale of dollar commodities to other 

K.P.U. countries on a limited basis. This decision is attributable to the fac! 
that, since the French E.P.U. quota has been exhausted, such arbitrage trans 
actions can be undertaken up to a certain point without exposing the countn 
to a net loss of gold and dollars. According to some reports, permission 10! 
arbitrage deals is being given on the condition that a profit of about 10 per cent. 
is made by the French trader. 

Germany 


The Bank Deutche Laender has authorized the commercial banks to maki 
transfers from the D-mark accounts of British banks to D-mark accounts hei 
by German foreign trade banks in the name of any bank belonging to an E.P.C 
country. 

The German Central Bank has disclosed that Western Germany achieved ¢ 
surplus in her balance of pavments with the dollar countries in 1952. It 1s state¢ 
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that this result was due partly to the purchase of S80 millions of dollar commodities 
against sterling through the Bank of England's short-lived commodity arbitrage 
scheme. 

The international agreement on Germany's external debts has been signed by 
representatives of the nineteen countries concerned. The German authorities 
have, however, warned that, owing to technical difficulties, it may not be possible 
to bring the new arrangements for servicing Germany's foreign debts fully into 
operation at once. 

Iceland 

the Government has established a new bank-—the Icelandic Bank of Develop- 
ment—-" to develop the economy and promote the material well-being of the 
Icelandic people by negotiating and promoting profitable enterprises useful to the 
economy. The new institution, which is state-owned, will advise the Govern- 
ment on investment policy; buy new bonds of those enterprises which seem likely 
to be able to provide for interest and amortization of their debts from earnings; 
encourage savings and promote the development of a sound capital market: 
secure foreign loans; undertake research relating to the investment needs of the 
economy and promote useful innovations in production and investment. Its 
Initial capital is [T. Kr. 95 millions. 


India 

The Government’s five-year programme for capital development contemplates 
expenditure in the public sector totalling £1,554 millions. Of this, £373 millions 
is to be spent on the improvement of communications, £271 millions on agri- 
cultural and community development, and £256 millions on improvements in 
social services. 

[he Government has set up a commission on taxation under the chairmanship 
of Dr. John Mathai, a former finance minister. The commission is to examine 
the economic eftects of the taxation svstem (including central government, States 
and local taxes) with a view to discovering how far the system as a whole has 
adverse effects on the economy of the country. It will also examine the effects 
of the present rates of income-tax upon the public’s ability and incentive to save 
and invest, and suggest possible modifications. 

The Budget statement for the vear beginning April 1, 1953, provides for 
increased import duties on cars and som: textiles, but reduces export duty on jute 
sacking by more than a half. After allowing for the changes, the Budget showed 
an overall deficit of Ks. 1,100 millions, revenue being Rs. 4,396 millions and 
expenditure Rs. 5,496 millions. The Finance Minister has asserted, however, 
that he is satisfied that he is not taking anv undue risk in indulging in deficit 
financing on this scale. In a review of the country’s general economic position, 
he pointed out that there was a favourable balance of payments of Rs. 280 
millions in the second half of last vear, compared with a deficit of Rs. 740 millions 
In the previous six months. 

Israel 

The Bank Leumi le Israel, which handles the greater part of the country’s 
commercial banking business, has increased interest rates on deposits by an 
average of I per cent. It is expected that other banks will take similar action. 


Japan 
The Ministry of International Trade and Industry has greatly extended the 
~ automatic approval "’ system for imports from sterling, dollar and open account 
areas. There are, however, to be stricter conditions regarding the opening of 
letters of credit and the depositing of sums against these documents. 
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The Government has agreed to allow the twelve foreign exchange banks to 
hold sterling funds on their own account for settling trade accounts with sterling 
area countries. Previously, the foreign exchange banks were allocated sterling 
funds from the Finance Ministry as required. It has been explained that the 
change is intended to regularize the procedure for settling foreign trade trans- 
actions, but it is stipulated that sterling funds held by the banks cannot be used 
for any purpose other than for the finance of trade transactions. 


Jordan 


Following talks in London about Jordan’s sterling balances and the financial 
arrangements between Britain and Jordan, Britain has agreed to provide in 
1953-54 £11 millions for financing the State of Jordan’s five year economic develop- 
ment plan. Of the total sum, £500,000 will be in the form of an interest-free 


loan. The remaining £750,000 will be used for helping Jordan to balance her 


Budget. 
Netherlands 

The Finance Minister, Mr. |. van de Kiekt, has stated that the reconstruction 
work necessitated by flood damage will be financed primarily by borrowing. He 
considered that it would be inflationary to cover such expenditures by drawings 
on the U.S. Aid Counterpart Fund. He expressed the opinion that, for the 
present, Treasury liquidity and the country’s exchange reserves would be fairly 
well maintained. 


New Zealand 


The British authorities have turned down an application by the Auckland 
Harbour Bridge Authority to raise £4} millions on the London market. This 
was done on the grounds that, in accordance with the agreement reached at the 
Commonwealth Conference in December, priority must be given to those projects 
which will contribute directly to improving the sterling area’s balance of payments. 


Pakistan 

The Budget estimates for 1953-54 put revenue at Rs. 1,449 mullions and 
expenditure at Rs. 1,447 millions, leaving a surplus of Rs. 2 millions. The Budget 
statement provides for increased duties on whisky and other liquors, cigarettes 
and jute manufactures. In his review of the country’s economic situation in the 
Budget statement, the Finance Minister asserted that Pakistan would not devalue 
the rupee because such a course would retard development and bring inflation. 
He warned that the full impact of the fall in world prices would be felt during 
1953, but expressed the hope that the country’s payments position would never- 
theless improve. 

The Government has rejected demands for the introduction of price control 
to check the rise in prices, on the grounds that the Government has no appropriate 
administrative machinery available. Prices have risen sharply, partly owing to 
internal inflationary pressures and partly owing to the imposition of a ban on 
many categories of imported goods in order to reduce the deficit in the balance 


of payments. 
Rhodesia 

The International Bank for Reconstruction and Development has granted a 
loan of $14 millions to Northern Rhodesia to help finance the three-year develop- 
ment programme of the Rhodesian Railways. The loan is for nineteen years and 
carries an interest rate (including commission) of 4# per cent. It is fully guaran- 
teed by the British Government. Most of the money is to be spent in the United 
Kingdom. 
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South Africa 


The Minister of Economic Affairs, Mr. Louw, has announced that import 
quotas for consumer goods during 1953 are to remain at the same level as in 
1952—-that 1s, 45 per cent. of the value of 1948 imports. Permits for two-thirds 
of the 1953 imports have already been issued. The remaining third will be 
released later on. 

The Standard Bank of South Africa has decided to form local boards of 
directors in South Africa to strengthen contact with local conditions. A new 
South African board will have general responsibility for supervising business in 
the Union, South-West Africa, the High Commission territories and Portuguese 
East Africa. A second new board will be responsible for supervising business in 
the Cape region. A third, at Salisbury, will have responsibility for the Rhodesias 
and Nyasaland. 

United States 

The Federal Reserve Board has eased controls over stock market speculation 
by reducing the cash margin requirement for stock transactions from 75 per cent. 
to50 percent. The remaining 50 per cent. may be financed by credit. 





Appointments and Retirements 





Barclays Bank—Lombard St.: Mr. M. Buxton, from Windsor, to be a local director. Reading, 
Local Head Office: Mr. J. H. S. Mitchell, from head office, to be district manager. Head Office 
Inspection Dept.: Mr. S. A. Gee to be an inspector. Holland Park: Mr. F. H. C. Learner, from 
Chancery Lane, to be manager. Aingsway: Mr. R. Mitchell, from Holland Park, to be manager. 
Wealdstone: Mr. L. S. Davis, from Woolwich, to be manager. Cardiff, Newport Rd.: Mr. W. H. 
Dibble, from St. Mary St., to be manager. Devonport: Mr. J. R. Rowell, from Mutley Plain, to 
be manager. Havant: Mr. H. A. Jehan, from Southampton, to be manager. Hayle: Mr. M. W. 
Edmonds, from Penryn, to be manager. High Wycombe, West End: Mr. A. M. Hart, to be 
manager. Nottingham, Lenton: Mr. ¥. Gilbert, from St. Peter’s Gate, to be manager. Pembroke 
Mr. H. Watkins, from Llanelly, to be manager. Penryz: Mr. R. F. H. George, from Lostwithiel, 
tobe manager. St. Ives, Cornwall: Mr. W. R. Rowe, from Hayle, to be manager. Southend- 
om-Sea, 24 High St.: Mr. H. E. Darvill, from Head Office, to be manager. Truvo: Mr. L. P. 
Northey, from St. Ives, to be manager. 
Lloyds Bank—Board of Directors: Sir Patrick Hamilton, Bt., has been elected to a seat on the 
board. Devon and Cornwall Committee: Sir John Carew Pole, Bt., D.S.O., T.D., has been 
appointed a member of this committee. Head Office: Mr. P. Gray, an assistant general manager, 
will retire at end-April. Mr. C. S. Fowler, investments secretary, has retired and his duties wil) 
be taken over by the treasurer. Mr. M. H. Slater, from Yorkshire, to be an assistant general 
manager. Chief Inspector's Dept.: Mr. F. W. Hindmarsh to be an inspector (Eastern branches). 
Lloyds Bank Review: Mr. W. Manning Dacey to be editor (additional to economic adviser). Staff 
College: Mr. R. K. Spencer to be principal; Mr. W. E. Roach to be senior instructor. Bristol, 
District Office: Mr. H.D. Jordan, from Dorchester, to be district manager’s assistant. Yorkshire, 
District Office: Mr. L. G. Hurrell, from Leeds, to be district manager. Birmingham—Gooch St.. 
Mr. G. P. Williams, from Erdington, to be manager; Henley-in-Arden: Mr. W. R. Boroughs, 
from Tenbury Wells, to be manager; Oldbury: Mr. R. A. Jack, from Gooch St., to be manager. 
Boston: Mr. W. Jackson to be manager in succession to the late Mr. P. A. Allitt. Cambridge, 
Cattle Market: Mr. B. A. Scullin, from Clacton-on-Sea, to be Manager on retirement of Mr. L. B. 
Lean, Cheam: Mr. W. T. Bristow, from Caterham Valley, to be manager. 210 Commercial Rd., 
E.: Mr. S. A. Butt to be manager on retirement of Mr. A. F. B. Pittet. Great Bookham: Mr. 
R. W. Saunders to be manager. Huddersfield: Mr. W. Murgatroyd, Principal, Staff College, 
tobe manager. Leeds (also Hunslet): Mr. H. Thwaite, from Huddersfield, to be manager. 
Lyndhurst: Mr. R. E. J. Richards to be manager on retirement, owing to ill-health, of Mr. J. T. 
wnclair. Middlesbrough (also Linthorpe Rd.): Mr. F. O. Jefferson, an instructor, to be manager 
on retirement of Mr. C. P. Armistead. Mill Hill, N.W.: Mr. F. R. Marsh, from Shirley, South- 
ampton, to be manager. Purley: Mr. D. J. M. Brown, from Mill Hill, N.W., to be manager. 
Stamford: Mr. G. P. Ellam, from Wainfleet, to be manager. Stoke Newington, N.: Mr. R. B. 
Roberts, from Paddington, to be manager on retirement, owing to ill-health, of Mr. W. T. Giffard. 
Wainfleet: Mr. J. A. C. Baker-Beall, from Skegness, to be manager. Walsall: Mr. W. Frost, 
from Oldbury, to be manager on retirement of Mr. H. D. Luck. Westcliff-on-Sea, London Rd. : 
Mr. F. G. Belcher to be manager. 

‘Continued on p. 240 
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' A new range of ADDING 
‘ s | MACHINES and SMALL OFFICE 
series | 
| BOOK-KEEPING MACHINES 
| made in Britain by 
| WM bo fvo 
( 
The FEATURES that makes the difference ... Automatic Debit and Credit 


Balances : Automatic Grand Totals and Suk-Totals; Self-printing Noughts: 
Automatic Spacing; Automatic Punctuation and Colour Change (Red and 
Black): No Levers: Finger-tip Control 


The National Cash Register Company Ltd., 205-216 Marylebone Road, London. N.W.1 


and all principal centres. 
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Banking Statistics 





Trend of ** Risk’’ Assets 


(Figures in ttalics show percentages of gross deposits) 











Actual Change in: Advances plus Investments 
(£mn.) ({mn.) Ratio 
Oct., Nov.,  Dec.-Jan., Feb. Oct., Jan., Feb., 
195! 1951 1951-53 1953 195! 1953 1953 
Barclays: 
Advances... - 308.5 371.0 28.2 1.3 ) 
0/ > > 2). 2 | 
/O se 29.2 29.3 . pe 4 . 
> of a 604.6 
Investments. . es 314.8 425.7 35-0 f JF 4 
y A 25.0 33.0 J 
Lloyds: 
Advances... me 345.2 23.1 20.9 z.3 
0/ > > > o 
ra) * *-* 30.2 30.4 bs 54 6 f 65 0 
Investments. . w 279.6 391.2 20.1 10.3 { 
_ 4 oa ws 24.4 24.5 J 
Midland: 
Advances... — 393.3 397.1 32.4 1.7) 
0/ 2 ? } 
/o — — Z 6 30.1 L 54.4 P As = 
Investments. . +4 329.4 433.8 16.3 O.1 | ’ 
% 24.9 32.8 J 
National Provincial: 
Advances... ks 290.3 298.1 14.6 3.7) 
0/ 26 27 2 
/O ii *- 35-4 mo 7 55-9 £0.13 63.2 
Investments. . o4 165.9 230.9 :3.3 3.0 
% wa ve 20.2 28.8 , 
Westminster: 
Advances... ~ 248.6 249.5 19.1 1.0 ) 
0/ 
a = oj $7.3 31.6 \ 57.4 s 61.3 
Investments. . _ 209.4 263.6 3.8 12.7] 
, A 26.3 33-4 J 
District : 
Advances O48 es 60.1 62.6 7.6 O.! "a 
A e ° 25.6 26 6 , 56 I 4 4 62 f 
Investments. . pa 71.5 91.6 2.0 | 
0/ x > 
a: - oe 30.5 38.9 J 
Martins: 
Advances... - 89.0 Q1.4 -— 15.3 2.9 ) 
0/ 
A - “4 29.1 29.3 54.6 60.7 64.2 
Investments. . - 78.2 102.8 14.8 0.5 
/o - -: 25-5 33-0 J 
Eleven Clearing Banks : : 
Advances... .. 1,897.0 1,925.2 —I71.5 18.9 ) 
0/ 
1A 30.6 27.2 q 55.7 62.7 64.7 
Investments. . .. 1,555-2 2,032.7 +115.1 —18.3f ; 
0 Qf 
¥ ss ‘a 25.1 32.9 J 





Trend of Bank Liquidity 


195! 1952 1953 





Oct. Dec. Mar. June Sept. Oct. Nov. Dec. Jan. Feb. 
‘ O/ ; 0/ O/ 


Liquid Assets * : % "A Jo Yo Ye 0 70 vo o /0 
Barclays i is 40.0 33.8 32.0 35.0 37.3 34-0 34-2 35-5 35.0 32.4 
Lloyds .. Ss ‘iq 40.0 32.8 31.3 33-9 38.9 33-1 33-4 33-8 32.0 30.1 
Midland a 7 40.2 34.1 31.1 34-4 36.4 35.0 35-6 36.8 35.7 33.1 
National Provincial .. 39-4 33-7 33-4 34-0 39.7 34-9 36.5 38.7 39.6 35.5 
Westminster . .. - 36.7 30.8 31.2 34.4 37-7 34-2 34-5 36.5 36.0 36.1 
District. . ” a 38.0 30.4 30.0 35.6 38.9 36.6 38.1 39.3 37-8 35.2 
Martins. . ” ea 39.8 34.5 34.1 40.8 41.6 36.6 37.8 38.2 36.3 33.1 
Eleven Clearing Banks 39.0 33.2 31.8 34.7 38.0 34.4 34.9 36.0 35.4 33.0 


* Cash, call money and bills. 
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** Risk ’’ Assets 








Liquid Assets — 
Net —-— Invest- Combined 
Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
»f Months: {mn. £mn. %, £mn. émn. A 
[921 1,759 680 38 ao 325 833 64 
[922 L727 655 37 — 391 750 64 
[923 1,628 551 35 —_ 350 701 67 
[924 1,615 545 33 — 341 805 69 
[925 1,610 539 32 —- 250 556 69 
1926 1,015 532 32 ~- 265 892 70 
1927 1,661 553 32 “= 254 928 69 
[gQ2d [,71! 554 33 — 254 948 68 
1929 1,745 565 32 — 257 991 69 
[Q30 I,75!1 590 33 — 255 963 68 
[931 oF r,715 5600 32 — 301 919 69 
(932 1,745 Or 34 sie 345 544 07 
£933 1,909 6005 34 —— 537 759 66 
1934 1,534 570 31 ae 500 753 70 
[935 I,95I 023 31 — O15 769 69 
r936 2,088 692 32 = 614 § 39 68 
[930 2,160 713 32 -- 643 865 68 
[937 2,225 033 30 - 652 954 70 
[935 2,218 672 30 — 637 976 71 
[939 2,151 645 29 — 605 99I 71 
[940 2,419 795 31 73 666 055 05 
[O41 2,863 676 23 495 S9Q4 $55 59 
1942 o° 3,159 712 22 O42 1,069 797 57 
[943 3,554 723 20 [,002 1,147 747 52 
1944 1,022 788 19 1,387 1,165 750 46 
1945 1,551 S356 19 I,S1!I I,156 708 41 
1946 1,932 [,250 25 1,492 1,345 dod 14 
1947 5,463 [,646 29 1,305 1,474 1,107 40 
45 5,713 1,703 29 1,284 1,479 1,320 47 
[949 5.772 1,920 32 933 1,505 1,440 49 
[950 5,011 2,345 39 430 1,505 [,603 52 
I95k& 5,931 2,308 35 247 1,624 1,822 56 
1951: 
Oct. on 5,981 2,423 39.1 177 1,555 1,597 55-7 
Nov. y's 5,973 1,951 32.0 108 2,033 1,925 64.0 
Dec. ia 6,035 2,100 +3.2 102 1,966 1,931 61.5 
1952: 
March .. 5,085 1,872 31.8 — 1,935 1,940 66.0 
june 5,517 2,106 34.7 — 1,917 1,860 62.3 
July ue 5,344 2,175 35-9 — 1,917 1,823 61.7 
\ugust .. 5,965 2,205 37.4 — 1,915 1,755 60.7 
Sept. 5,92" 2,927 35.0 — I,92] [,745 59.9 
Oct 5,942 2,120 34.4 — 2,142 1,747 63.1 
Nov - 5,974 2,162 35.0 - 2,138 1,744 62.0 
Dec. ss 60,154 2,327 36.0 — 2,148 1,749 60.4 
53 
fan 6,044 2.31% 35-4 2,148 1,754 62.3 
‘eb. = 5,520 [,Q902 33.0 — 2,130 1,773 04.7 


* Ten clearing banks for 1921-35, thereafter eleven; the first, and italicized, line for 1930 
adjusts the official figures to exclude the District Bank, and thus helps to join the break in cor 
tinuity of the series. 





Floating Debt 


Mar. 15, Feb. 21, Feb. 28, Mar. 7 Mar. 14 

1952 1953 1953 1953 1953 
Ways and Means Advances: fm. fm. ém. fm. £m 
Bank of England 3.3 1.8 — : oe 

_ Public Departments 334.3 270.8 250.7 277.8 275+ 

Creasury Bills: 

Tender .. 2250.0 2870.0 2860.0 2840.0 2820.0 

7 rap - oe _ 1950.5 1441.5 1446.0 I4QI.4 1540.) 
lreasury deposit receipts .. . _— — — _- - 

ee ee a ——r 

4568.0 4584.1 4562.7 4609.3 4035-° 

em < a —— 
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Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Financed by : Reserves 
Deficit §$£-———-—--__- ---—_——__-___ ——-——-_ at end of 
Years and U.S. and Purchases S. African Change Period 
Quarters Canadian from Gold American in 
: Credits I.M.F. Loan Aid Reserves 
1940 ee .. — god [123 — — -— -+- 220 209 
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1950 a “7 + 505 45 — - 702 -+- 1012 3300 
I95I <a .. 1164 — - 199 — 965 2335 
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Midland Bank—JLondon—Cannon St.: Mr. A. H. Goodrich, trom Aldgate, to be manager on ain 
retirement of Mr. J. E. Mann; Newington Green: Mr. W. K. C. Robertson to be manager on lee. 
retirement of Mr. E. W. Day. Birkenhead, Charing Cross: Mr. G. P. Edwards, from Burnley, to — 
be manager on retirement of Mr. R. E. Hughes. Bournemouth, Moordown: Mr. J. E. Clark to yr 
be manager. Goole: Mr. E. A. Prickett, from Seaham, to be manager on retirement of Mr. | 
P. H. Earnshaw. Hornchurch: Mr. H. E. Gwinnell to be manager. Seaham: Mr. J. Ambler, Jar 
from Sunderland, to be manager. 0.C 
National Provincial Bank—Lloomsbury: Mr. W. E. Hutchinson, from Ebury St., to be manager sinc 
on Mr. A. G. Muxlow’s retirement. Brixton: Mr. W. J. Cruise, from Clapham, to be manager ciat 
in succession to the late Mr. G. R. Grosvenor. Clapham. Mr. D. S. Gow, from Hackney, to be ror 
manager. Ebury St.: Mr. N.S. Blackler, from Godalming, to be manager. Berkeley: Mr. C. H. cha 
Lancaster, from Grantham, to be manager. birmingham, Shirley: Mr. R. C. Strachan, trom and 
Gt. Charles St., to be manager of this new branch. Bristol, Cheltenham Rd.: Mr. J. D. Taylor, clat 
from Bedminster, to be manager. Dartford: Mr. T. R. Rogers, from ‘a to be manager ban 
of this new branch. Dunstable: Mr. T. S. Dole to be manager. Godalming: Mr. J. R. Daykin, coll 
from Aldershot, to be manager. I/fracombe: Mr. R. G. Thomas, from Pembroke Dock, to be I 
manager on retirement of Mr. F. O. Edwards. Pembroke Dock: Mr. W. T. Ellis, from Llandovery, ann 
to be manager. Peterborough, New England: Mr. D. C. Simmonds to be manager. foss-on-Wye: shee 
Mr. A. T. Richards, from Berkeley, to be manager on Mr. A. L. Crow’s retirement. Soztthend- Gly; 
on-Sea: Mr. R. R. Reeves, from Cardiff, to be manager on retirement of Mr. R. Higgins. Tunbridge Ban 
Wells: Mr. R. M. Smith to be manager on Mr. J. Banbury’s retirement; High St.: Mr. C. B. be 1 
Wilson, from Dover, to be manager. To be an Inspector of Branches: Mr. K. S. Head, from stat 
Fenchurch St. falls 
Westminster Bank—Head Office: Mr. D. M. Liddington to be an assistant controller. /vrsteé call 
Dept.: Mr. H. D. G. Trew, from Piccadilly Trustee branch, to be an assistant manager on pire it is 
ment of Mr. G. L. Swain. Baker St. Trustee branch: Mr. W. J. Bowell to be manager. Leighton 
Buzzard and Woburn Sands: Mr. T. J. Erskine, from Cranbrook, to be manager on retirement of 
Mr. H. F. Downs. Minehead: Mr. H. M. Bird, from Langport, to be manager on retirement of 
Mr. H. J. Cuningham. Piccadilly Trustee branch: Mr. O. H. Christensen, from Baker St., to be a 
manager. JBrtstol, St. George: Mr. S. J. Wall, from Kingswood, to be manager. _— 











ROYAL BANK OF SCOTLAND 


Highly Liquid Position 


Benefits from New Monetary Policy 


Need for Alleviation of Taxation Burden 


The Duke of Buccleuch’s Speech 





HE annual general court of proprietors 
of the Roval Bank of Scotland was held 
on March 10 in Edinburgh. 

His Grace The Duke of Buccleuch and 
Queensberry, K.T., P.C., G.C.V.O., Governor 
of the Bank, presided and said : Before dealing 
with the ordinary business of the meeting, | 
have to refer to changes which have taken 
place in the Court of directors. Last year I 
referred with regret to the loss which the bank 
had sustained through the death of Sir James 
Lithgow, Baronet, G.B.E., who had been an 
extra-ordinary director of the bank since 
1939, and in August last we suffered a further 
heavy loss through the death of Sir Walrond 
A. F. Sinclair, K.B.E., who was chairman of 
Williams Deacon’s Bank, Ltd., and who had 
been an ordinary director of this bank since 
July, 1949. We shall miss not only his wise 
counsel but also his genial personality, and his 
loss is greatly regretted by us all. On the other 
hand, I have to report the appointment as an 
ordinary director of the bank of Sir Eric 
Ashton Carpenter, O.B.E. Sir Eric, who had 
been a director of Williams Deacon’s Bank, 
Ltd., since 1949, has succeeded Sir Walrond 
Sinclair as chairman of that bank, and we 
feel sure that his qualifications and wide 
experience will be of great help to us and that 
you will cordially approve the appointment. 

I have also to intimate the retirement on 
January 31 last of Mr. Alexander Maitland, 
V.C., D.L., who had been an ordinary director 
since June, 1928, and a director of our asso- 
cated bank, Glyn, Mills and Co. since 1939, 
from which he has now also retired. He was 
chairman of our Court for a number of years, 
and we have placed on record our high appre- 
dation of his long and valued services to the 
bank and our warm regard for him as a 
colleague. 


[ assume it will be your pleasure that the 
annual report of the bank, and our balance- 
sheet and profit and loss account and those of 
Glyn, Mills and Co. and Williams Deacon’s 
Bank, Ltd., which have been circulated, shall 
be taken as read, but, in compliance with 
statutory requirements, the auditors’ report 
lalls to be read at this meeting, and I now 
call upon the secretary to do so, after which 
itis open to inspection by any proprietor. 


Deposits and Other Liabilities 


Referring first to the balance-sheet. it will be 
observed that our deposits and balances on 


other accounts show an increase of approxt- 
mately {1,600,000, and the _ figure ot 
£136,900,000 at which they now stand 1s a 
record in the history of the bank. The increase 
this year is proportionately smaller than the 
increase recorded in each of the two previous 
vears, and to that extent is a reflection of the 
policy being pursued by Her Majesty's Govern- 
ment. However, the fact that the aggregate 
banking deposits of the country have risen 
over the year is a salutary reminder that, 
despite all that has been accomplished in many 
directions, the inflationary tendencies have 
not yet been entirely eliminated from our 
economy. Notes in circulation at {10,700,000 
record an increase of slightly more than I7 per 
cent. over the previous year’s total. On the 
other hand, the total of acceptances and other 
obligations shows a decline of over 42,000,000 
at £7,700,000, which is in accord with the 
general experience of all banking institutions. 

Our capital remains unchanged at /4,250,000 
and the reserve fund also stands at last year's 
figure of 44,877,216. 


’ ais 


Liquid Assets and Investments 


On the other side of the balance-sheet, the 
assets, which amount to a new record total of 
£167,000,000, fully maintain our customary 
highly liquid position. The quick assets, 
consisting of cash, balances with the Bank of! 
England and other banks, and money at call 
and short notice, amount to over £34,000,000, 
and represent over 23 per cent. of the liability 
for deposits and notes issued. 


As I mentioned last year, our Treasury 
Deposit Receipts, of which 41,000,000 were 
still held at October, 1951, have now been 
fully repaid. On the other hand, bills dis- 
counted show an increase of {6,000,000 as 
compared with the previous year, and of the 
total of £11,200,000 no less than {9,830,000 
were British Government Treasury bills. Com- 
mercial bills discounted and outstanding at the 
balance were nearly {/1,000,000 less than in 
October, 1951. 

Our investments at /60,200,000_ are 
46,000,000 down on the figure of the previous 
vear and, as usual, those quoted are valued in 
the balance-sheet at or under the market 
prices ruling on the date of our balance. All 
our investments in British Government Secu- 
rities are in dated stocks and over 50 per cent. 
in value are due to mature within the next 
ten years. 
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advances at October amounted to 
and when we take into account 
the reduction of approximately £1,000,000 in 
the commercial bills discounted, already 
referred to, the total of the credit facilities 
‘ranted to our customers shows an increase of 
£2,700,000 as compared with October, 195! 
Despite this apparent increase, which was due 
to special circumstances of a temporary 
nature and which has since disappeared, we 
have, while always being prepared to give 
assistance to credit-worthy customers where 
we considered this was in the national interest, 
continued to adhere loyally to the directives 
which govern lending by banks at the present 
time. 


(ut 


f40,000,000, 


The valuation of our two subsidiary com- 
panies is unaltered and there is no significant 
change in any of the other assets. 


Profi ts 


Our net profit for 1952 amounts to £595,5° * 
a decrease of about £7,000 as compared with 
the previous year and, having regard to the 
prevailing circumstances, the directors con- 
sider this a satisfactory result. As usual, the 
profit figure has been arrived at after making 
full provision for contingencies and all bad and 
doubtful debts. 


Appropriations 

Two interim dividends were declared and 
paid, at midsummer and Christmas, amounting 
together to 17 per cent., and the directors do 
not recommend any further dividend for the 
year. The allocations proposed for property 
maintenance, staff pension fund and widows’ 
fund are similar to those made last year, and 
the remaining balance of being 
carried to inner reserves. 


$90,272 iS 


The Three Banks 
The accounts of our associated banks, 
Glyn, Mills and Co., and Williams Deacon's 
Bank, Ltd., have already been submitted at 
their general meetings, and it is only necessary 
for me at this stage to report that the businesses 
of these two institutions continue to develop 


along very sound and satisfactory lines. The 
review issued jointly by the three banks, 


which circulates in all parts of the world, con- 
tinues to attract most favourable comment. 


Taxation and Savings 


Looking back over the past year it can, 
{ think, be said—although I[ would not wish 
the statement to be regarded as aftording any 
ground for complacency—that the general 
financial and economic structure of the nation 
has improved. Our gold and dollar reserves, 
and the balance of payments position, have 
been strengthened, and confidence in sterling 
has been restored to an extent which, given 
the support of the nation as a whole, encourages 
one to feel that the pound, still an important 
unit in the settlement of international trade, is 
also gathering strength. The new monetary 


policy, unpleasant in places but beneficial on 


the whole, has, by restricting easy credit, gone 
some way toward restoring :the value of our 
currency. But little, if anything, will be 
achieved if the Government fails to apply to 
the conduct of its own affairs the wisdom which 
it seeks to inculcate in others. It is, of course, 
easy to cal) for a reduction in Government 
expenditure, but faced as we are with inescap- 
able outlays on a vast scale for rearmament and 
the social services, we have, I feel, to take a 
realistic view of the situation and to face the 
fact that under eXisting circumstances, such 
economies as are possible can only be on a 
modest scale. Nevertheless, no one can gain- 
say that economies are possible, and it should 
be the duty of the Government to do all it can 
to abolish extravagance in all its forms and, 
by this means, to ameliorate the heavy burden 
of taxation which depresses industry and the 
individual alike. It may be said that taxation, 
by reducing spending power, helps to keep 
inflation in check, but this is only true up toa 
point. When taxation—as is the case in this 
country to-day—is on a penal level it weakens 
incentive and impairs etficiency, and thereby 
reduces the production of goods and services 
to an extent which is inflationary in its effects. 
We carry on to-day under the discipline of 
reduced imports coupled with continued 
exhortation to increase our exports, a state of 
affairs which must lead to further inflation 
unless effectively countered by determined 
effort on the part of all to save all they can. 
But increased saving, if it is to be achieved, 
has need of encouragement, and what better 
encouragement could be found than a reduction 
in taxation. And it is not only on the individual 
that the present crushing burden rests. It 
bears no less heavily on the industrial concern 
which cannot in these days retain out of taxed 
profits enough to maintain its plant in that 
state of efficiency which will enable it to com- 
pete in world markets. Whatever may be the 
difficulties in these times of reducing Govern- 
ment expenditure, the issue seems clear. Some 
relief on the earned income of the individual, 
and on the undistributed profits of industry is 
essential if our foundations are to be secure 
and, however modest the relief, it would havea 
stimulating effect on the nation as a whole. 


Scottish Affairs 

In various directions, trading conditions in 
Scotland during the past year have not been 
easy, and it is a matter of concern to all of us 
that our figures of unemployment are not only 
greater than they: were twelve months ago but 
that they continue to be relatively higher 
than in other parts of the United Kingdom. In 
several ways world conditions have reacted 
adversely on the industrial activities of the 
country. Restrictive action by other Govern- 
ments may raise a barrier which it is impossible 
to surmount, but foreign competition, and it 1s 
growing, 1s a challenge which we must accept 
and, so far as possible, overcome. Buyers i0 
overseas markets are under no obligation to 
accept our goods ; it is our business to en 
courage them to do so by offering a product 
which, for quality, price and prompt delivery, 
is the best they can buy. 
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Despite the shortage of raw materials, our 


heavy industries were busy during the year 


although, while not a matter for immediate 
concern owing to the amount of work on hand 
and in prospect, there has been a noticeable 
drop in the orders for new ships placed during 
1952 Conditions in the textile industry 
improved during the latter part of the vear 
and, while this trade must always be subject to 
world influences, the deservedly high reputa- 
tion which we enjoy for the quality of our 
woven and knitwear manufactures encourages 
confidence in the future. The Scotch whisky 
industry continues to play its leading part in 
the export trade of the country. The number 
of proof gallons shipped abroad during 1952 
exceeded the target figure, and the sterling 
value of the exports to the United States alone 
was more than eighteen million pounds. 
Thoughts of agriculture, afforestation and 
fishing bring immediately to mind the loss of 
life and damage caused by flood and tempest 
in recent weeks. We are thankful that, in 
Scotland, the loss of life was comparatively 
small, and we sympathise with the people on 
the East Coast of England in their greater 
misfortune. Still, the damage caused to our 
Scottish woodlands has been on a grievous 
scale, and many years must pass before we 
shall have made good the destruction caused 
to our growing timber. Agriculture has always 
been one of our basic industries and, indeed, in 
certain areas of Scotland, almost the only 
industry. It continues to play an essential 
part in the solution of our economic problems. 
The production of food at home, be it meat, 
milk, grain or potatoes, merits every 
encouragement and, despite suggestions to the 
contrary, such encouragement has been and 
still is being afforded by the banks to the 
agricultural industry. Indeed, it is the case 
that the advances made by us to farmers in 
Scotland have more than doubled during the 
past five years. At the same time, tests of 
efficiency and  credit-worthiness must be 
applied by a bank to the farmer as to any other 
industrial customer and, while the general 
standard of agriculture in Scotland remains 
high, this test may be particularly applicable 
to those whose farms are capable of greater 
productivity but which, for one reason or 
another, are not making their full contribution 
to the food production campaign. The recent 
Government announcement restoring freedom 
of trading in the purchase and sale of cereals 
and feeding-stuffs is of the highest importance 
to agriculture. This change has for long been 
advocated by the industry, and if it is to 
operate smoothly and efficiently it will call for 
co-operation and goodwill on the part of all 
concerned. 


Retirement of General Manager 
[have to report, with great regret, that this 
is Mr. Thomson’s last annual meeting as cashier 
and general manager of the bank. He retires 
on June 30 next. Mr. Thomson, having the 
question of succession in mind, had for long 
warned the chairman that he would not con- 
tinue in office beyond the age of 65, a mile- 
stone which he reaches in the course of this 


year, when he will have completed almost 
50 years service. Among the many offices 
which Mr. Thomson has held are foreign 
manager at the bank’s London City office, 


where he later became deputy-manager. In 
19360 he went to Manchester as assistant 
general manager of our associate’ bank, 
Williams Deacon’s Bank, Ltd., where two 


years later he was appointed general manager, 
an office which he held for six years until his 
appointment as our cashier and_= general 
manager. It must surely be a rare distinction 
for a general manager of a Scottish bank to 
have also been general manager of an English 
clearing bank. It is, I feel, right that this 
annual general Court of proprietors should 
place on record their high appreciation of 
Mr. Thomson's distinguished services, and I 
feel sure you will join with me in expressing 
the hope that he may long be spared to enjoy 
his well-earned retirement. In its long history 
this bank can have had few more loyal and 


distinguished servants, and I am confident 
that the relations between the management 


and staff have never been better than they are 
at the present time. 


New General Managers 

As has already been announced, the Board 
have appointed Mr. W. A. Watt and Mr. W. R. 
Ballantyne to succeed Mr. Thomson as general 
managers. Mr. Watt entered the bank’s service 
in 1905 and Mr. Ballantyne in 1920. Mr. 
Watt has had long experience in head office. 
He was for a number of years superintendent of 
branches, and he has been assistant general 
manager under Mr. Thomson since 1945. 
Mr. Ballantyne, after serving in the bank's 
main offices in London and as deputy-manager 
at our London City office, was appointed an 
assistant general manager of the bank a year 


ago. He has recently returned from a tour of 
the bank’s correspondents in the United 
States, Canada and the West Indies. The 


directors are confident that both Mr. Watt and 
Mr. Ballantyne, on their records and on their 
long banking experience, will, when the time 
comes, worthily maintain the traditions of 
their high office. 


Staff 

It is once again my pleasure to express on 
behalf of the directors their sincere apprecia- 
tion of the services rendered during the year 
by the officials and staff at all offices of the bank 
on both sides of the Border. They have done 
splendid work during the year and their sole 
desire has been to further the interests of the 
bank and to maintain the high reputation 
which it enjoys. 


Approval of Accounts 


I now beg to propose that the report, con- 
taining a statement of the accounts and 
balance-sheets, be approved. 

Mr. Kenneth Murray, chairman of the Court 
of Directors, seconded the proposal, and the 
report was approved. The governor, deputy- 
governor, extra-ordinary directors and the 
retiring ordinary directors were re-elected. 
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THE CHARTERED 
AUSTRALIA 


AND 


BANK OF INDIA, 
CHINA 





A Century of Progress 





HE ninety-ninth Ordinary General Meet- 

ing of The Chartered Bank of India, 

Australia & China will be held in London 
on April 1. 

The following is an extract from the state- 
ment by the Chairman, Mr. V. A. Grantham, 
circulated with the report and accounts for 
the vear 1952:— 

In my last Statement I referred to the 
approaching centenary of the incorporation of 
the Bank by Royal Charter. The Great Seal 
of the Realm was affixed to the Charter on 
December 29, 1853, and, although the rooth 
annual meeting of the Stockholders will not 
take place until 1954, it has seemed fitting to 
regard 1953 aS our centenary year, as indeed 
it 1S. 

It is remarkable that the Chartered Bank, 
founded as it was when the British Empire, 
sustained by an unchallenged sea power, was 
approaching the height of its power and its 
vlory, should find in these changed days more 
opportunities than ever before of fulfilling the 
constructive and pacific aims of its founders. 


Enhanced Strength 

As forecast in my statement a year ago, 
when I suggested that we might look tor lower 
figures, the total of the Bank’s Balance Sheet 
shows a fall of some £5,000,000 from the record 
figures of last year. Considered as a whole, the 
Balance Sheet reveals a position of enhanced 
strength and a sound balance between the 
conflicting demands of liquidity and earning 
capacity. 

The Net Profits for the year amount to 
4698,782, an increase over those of last year of 
£1,085. In the face of continuously deteriorat- 
ing conditions throughout practically all the 
territories in which the Bank operates, accom- 
panied by constantly rising costs, including 
taxation, which in all countries takes heavy 
toll upon our earnings, our results can only be 
considered very satisfactory. 

We paid a dividend in October last of 7 per 
cent., less income tax, absorbing 4110,250, and 
it is proposed that, out of the balance now 
available, a final dividend of 7 per cent., less 
income tax, should be paid costing /110,250, 
and this being our centenary year, it is further 
proposed that a special centenary bonus divi- 
dend of 2 per cent., less income tax, should be 
paid costing 431,500, making the total dis- 
tribution for the year 16 per cent. At the 
same time, bearing in mind the great services 
rendered to us by our staffs everywhere, we 
have decided to pay a special Centenary Bonus 
of 10 per cent. of their salaries to all members 
of the staff throughout this country and abroad. 


Capitalisation of Reserves 
Two years ago we augmented the Bank's 
Keserve Fund by transferring to it £1,000,000 
from Contingencies Account, restoring the 


Reserve Fund to 4,000,000, the figure at 
which it stood before 1931. I pointed out at 
the time that our Balance Sheet total had 
increased out of all proportion to the Issued 
Capital Stock and Reserve Fund. 
has continued to give us concern, and, accor- 
dingly, before closing the books on this occasion 
we transferred a further 41,000,000 from Con- 
tingencies to the Reserve Fund, raising it tu 
45,000,000 with a view subsequently to 
capitalising 4500,000 of this sum. 

A resolution will be placed before the stock- 
holders at an extraordinary general meeting 
to be held after the ordinary general meeting 
on April 1, at which consent will be sought 
to this capitalisation of £500,000 from th 
Reserve, which will have the effect of making 
the Capital of the Bank 43,500,000, and the 
Reserve Fund £4,500,000. The consent of the 
Capital Issues Committee has been obtained to 
this new issue, and we hope that it will b 
possible to maintain the 14 per cent. rate oi 
dividend. It is an added pleasure that we find 
ourselves in a position to take this step forward 
in our Centenary year. 


Far Eastern Conditions 


A glance around the horizon I surveyed in 
my last report reveals that the position in 
practically every country in which the Bank 
operates in the East, has deteriorated economic- 
ally and financially. This has been so even in 
those areas, e.g. Malaya, Sarawak, North 
Borneo and Hongkong, where currency reserves 
are automatically created and preserved, for, 
like other countries in the Far. East, they, 
with the exception of Hongkong, being larg 
producers of raw commodities, experienced @ 
steep recession as a result of the almost univer- 
sal fall in the prices of their main products. 
Nor did they escape the consequences of over- 
spending by Governments and peoples induce’ 
by the preceding period of high prices, which, 
as also in other countries of the Far East not 
so fortunately placed in regard to the creation 
and preservation of currency reserves, Over- 
encouraged imports. These, under the changed 
conditions, the bazaars and markets of the 
East have found it difficult to absorb. 

While it is true to say that conditions 
economically and financially have deteriorated 
considerably almost everywhere in the East 
over the past year, it would be wrong t 
attempt to apply a rigidly Western yardstick 
to the measurement of the extent ‘of the 
deterioration which has taken place, or to the 
consequences which might be expected to flow 
therefrom. Naturally the consequences Cat- 
not be entirely avoided, but the capacity ©! 
peoples governing themselves for the first 
time in history for self-discipline and recovery, 
may well prove to be greater than has been 
hitherto suspected, and it would be unwise t” 
fail to take that capacity into account. 
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and the theme is Quality 


The Wiggins ‘Teape Group make a greater variety of papers than any other 
group of papermakers in the world. The Group is fully equipped with extensive 
modern laboratories to deal with all paper problems. Each of the mills in the 
Group have up-to-date machines to turn out their own particular specialities 
in papermaking. Wiggins Teape have long been famous for the high quality 
of their Gateway watermarked papers used by business /~ it~ 
concerns all over the world, and Industry now looks te /g te \ 

[ Ciggind C Heigfae \ 


\ FINE PAPER MAKERS } 


them to supply the special papers required for modern 
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Manufacturing processes. Consult Wiggins J eape about \4 Wy S/S 
vour paper problems. | 


THE WIGGINS TEAPE GROUP 


Makers of 


Gateway Papers 
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THE EASTERN BANK 





Satisfactory Progress 





Sir Evan Jenkins’s Statement 





HE forty-third annual general meeting 
of The Eastern Bank Limited will be 
held on April 8 in London. 

The following are extracts from the state- 

ment by the chairman (Sir Evan M. Jenkins, 
G.C.1.E.. K.C.S.1.) circulated with the report 
and accounts for the year ended December 31, 
1952:— 
The balance-sheet total at £31,329,045 1S 
higher by £2,003,381 than that of 1951. Cur- 
rent, deposit and other accounts show an in- 
crease of £2,069,252; on the other side cash 
and bills receivable are up by /482,332 and 
investments by /£2,401,155, While advances 
show a decrease of £754,985. The increase ot 
111,980 under premises, which now stand 
(after the appropriation of £30,000) at £363,288, 
reflects the progress made with our building 
programme, to which I have referred in pre- 
vious statements. Information about works 
under construction or contemplated will be 
found later in this statement. The uncom- 
pleted part of the programme will cost con- 
siderably more than the sum of {126,000 
shown in Note 5 to the balance-sheet. 


Profit and Appropriations 

The published profit is £126,722 against 
£124,763 for 1951. The appropriations from 
profits are £50,000 to reserve fund, which 1s 
now shown in the balance-sheet at the increased 
figure of {1,250,000; £30,000 to premises; and 
£23,625 to the final dividend, which your 
directors propose be raised from 3s. 6d. to 
4s. 6d. per share. The carry-forward is in- 
creased by 49,972 to £102,597. I must explain 
that the increase in dividend relates to the 
year as a whole, and is in the opinion of your 
directors justified by the results achieved over 
a period of years, and by the fact that when 
dividend restraint was officially requested a 
very conservative policy was already being 
followed. 

The bank made satisfactory progress in 1952, 
though trading conditions were more difficult 
than in 1951. 

In general, the increase in trading activity 
which was so marked from the second half of 
1950 to the end of 1951 continued wei‘ into 
1952; but the fall in the prices of agricuitural 
commodities which occurred in the first quarter 
of the year led, after a very short interval, toa 
trade recession of some severity in the cuvun- 
tries which depend largely on comrnodity 
exports. The effect of this recession on United 
Kingdom exporters was no doubt intensified 
by increasing competition in the Eastern trade 
by the Continent of Europe and Japan. 

Prospects Quite Good 

As far as can now be foreseen, our prospects 
for the next few years at least are quite good. 
There are, of course, risks of a political nature 


in the East as in most other parts of the world 
they are, perhaps, no graver in the countries 
which we serve than they are elsewhere. 
During the year we obtained permission 
from the appropriate authorities to open 
branches at Al Khobar, on the coast of Saudi 
Arabia near the Dhahran oilfield, and at 
Cochin, on the west coast of India. Managers 
have been designated, and we hope to have 
these branches working within a few months 


Iraq, Bahrain and Aden 

Our business in Iraq in 1952 has been satis- 
factory. The new financial agreement between 
Iraq and the United Kingdom, negotiated in 
the second half of the year, enabled the Iraq 
authorities to use their sterling resources more 
freely; also certain import and export duties 
were lowered towards the end of the year 
Prices on the whole tended to fall, but trade 
was quite well maintained. 

We have completed the purchase of the site 
for our new premises at Baghdad. The site 
has been cleared and it is hoped to_ begin 
building by June, 1953. 

Our Doha branch continues to make pro- 
gress In conditions not yet very favourable to 
commercial banking. 

The importance of Aden 1s likely to be 
maintained and perhaps to increase with the 
establishment there of a refinery by the Anglo- 
Iranian Oil Company. Work on this project 
has already begun. 

Our branch has made satisfactory progress, 
despite a general setback in trade during the 
second half of the year. 


India and Pakistan 

The new Governments formed as a result of 
the first General Election under India’s Consti- 
tution took office during the vear both at the 
Centre and in the States. There were no 
startling internal developments. The Congress 
Party retains its authority throughout the 
country. 

In January the Reserve Bank introduced 
experimental facilities, availabie to the Sched- 
uled Banks, for re-discounting commercial bills 
maturing within go days. It is likely that 
this arrangement will be made permanent. 

Political interest in Pakistan centred mainly 
on the new Constitution, the basic principles 
of which are under discussion. | 

The sharp fall in commodity prices early 1 
the year hit the country very hard, and the 
authorities took energetic action to minimise 
the effect of this temporary setback. Exceed 
ingly drastic restrictions on imports wert 
found necessary. | 

Being largely dependent upon commodity 
exports, Ceylon encountered difficult trading 
conditions during the year, and the trade 
balance was heavily adverse. 
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BANK OF LONDON & SOUTH AMERICA 
LIMITED 


Efficiency and Enterprise Imperative to Compete in Keen Dollar Markets 


Mr. Francis M. G. 


HE ninety-first Annual General Meeting 
of the Bank of London & South America 
Limited was held on March 31 :n London. 

The following is an extract from the state- 
ment by the Chairman, Mr. Francis M. G. 
Glvn, which has been circulated with the 
report and accounts for the year ended 
December 31, 1952: 

The reference to Latin America in the 
Queen’s Speech opening Parhament.in Novem- 
ber may justifiably be taken as some encourage- 
ment to everyone who has commercial interests 
in Latin America, and I interpret the reference 
as a promise that the Government will do 
everything feasible to promote an increase of 
trade between the Republics of Latin America 
and the United Kingdom. Your Bank is 
naturally most interested in any plans that 
may be designed to achieve such a revival, and 
the events of the year deserve clcse attention, 
in that they indicate certain trends and prompt 
certain sugcestions for the future. 

Broadly speaking, the symptoms of curtailed 
British exports are the same in both the 
dollar and the non-dollar countries of Latin 
America; but the causes are radically different. 
The direct cause of the decline in British ship- 
ments to the non-dollar countries is the control 
and restriction imposed by these countries on 
their imports—-somewhat belatedly on the part 
of Brazil—which has been necessary where 
their foreign exchange earnings have declined 
because of shrinking exports. Such matters 
are beyond our control, and we can only hope 
for improvements in the future. With the 
dollar countries, however, the facts are rather 
different. The exporting and marketing 
capacity and the geographical proximity of the 
United States are obstacles that Britain, after 
years of involuntary absence from the area, 
is finding it hard to overcome, but in favour 
of genuine European endeavours is a tendency 
among Latin Americans to want to show their 
commercial independence by importing from 
markets other than the U.S.A. 


Dollar Account Countries 

It is._no coincidence that in Latin America 
the countries with the most liberal foreign 
trade policies are, economically speaking, the 
least developed. A word of warning may be 
needed against undue optimism as to the 
possible results for Britain’s economy of a 
vigorous export drive towards the dollar 
account countries. The fact that these 
countries are dollar-account countries and the 
fact that they have hberal trade policies both 
derive from their fairly consistent position of 
dollar solvency. This they have been able 
to maintain because, in such relatively un- 
developed economies, the popular demand 


Glyn’s Statement 


for consumer goods is limited by a low aver 
age individual income, and there is only a 
small capacity for the purchase of industrial 
raw materials and capital equipment. Where 
the natural demand for imports of all kinds 
does not exceed a country’s exporting capacity, 
there is obviously little need to place _restric- 
tions on foreign trade and exchange. In addi- 
tion to the obstacle of limited purchasing 
power, it must not be forgotten that, excluding 
Mexico, the 13 dollar-account republics have 
a total population of 32 millions, which is 
only a little over a third of the population of 
the six non-dollar countries. 

None of this is intended to imply that the 
export drive is not worth making: most 
emphatically it is, but it 1s desirable to see the 
facts in proper proportion. It is of interest, 
moreover, that an appreciable increase in the 
purchasing power of the population, such as 
can be achieved by investment on a large scale 
—primarily from foreign sources since internal 
Savings are limited—almost inevitably involves 
some measure of industralization, which is 
always likely to be accompanied byethe control 
of imports. The tendency is then towards the 
exclusion of consumer goods that compete with 
the products of domestic industries or which 
absorb foreign exchange that may be required 
for more important capital goods. 


Need for Efficiency 

The lesson to be learned is plain: these 
countries will become increasingly markets for 
capital equipment, and we shall sell a pro- 
gressively smaller volume of consumer goods. 
Who is going to supply such capital equipment, 
offering the best quality, price, delivery, tech- 
nical adaptability, servicing and maintenance, 
credit terms, and so forth? The United 
States or Germany perhaps—or Japan? Or 
is Britain going to compete? If Britain’s 
industry is to prosper, or even maintain its 
present standards of living, it cannot afford 
to neglect the dollar countries of Latin America. 
It has been made clear that these are keenly 
competitive and expanding markets, where 
price and delivery are even more important 
than quality. British productivity and market- 
ing methods must be geared to yield the tradi- 
tional quality at competitive prices and with 
attractive delivery terms, no matter what the 
sacrifices in hard work that may be needed. 
There is evidence also of a lack of direct 
shipping facilities between this country and 
the Caribbean area: and perhaps a more active 
interest in these countries on the part of British 
exporters would attract the necessary response 
from the shipping lines. Only by efficiency 
and enterprise in industry and marketing can 
Britain expect to regain and hold her share of 
Latin American trade. 
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THE MERCANTILE BANK OF INDIA 






Continued Progress 


Sir Kenneth W. Mealing’s Review 


. HE 6Ooth annual general meeting of The 
Mercantile Bank of India, Ltd., was held 
on March 31 in London 

The tollowing are extracts trom the state- 


ment of the Chairman, Sir Kenneth W. 
Mealing: 
The accounts indicate that there has been 


no falling otf in the volume of business handled 
by the Bank and despite the recession in world 
prices of most commodities the balance sheet 
total at 474 million shows little change. On 
the assets side, there is an increase of 4/63 
million in our holding of Government Securi- 
ties, but this has been counterbalanced by a 
fall of 44} million in bills receivable and a 
decrease of £2 million in loans and advances. 
(yn the other side, the increase in deposits of 
‘1 million has been offset by a decrease of £1 
million in bills payable. 

At £195,185 our net profit is very slightly 
lower than in the previous year, provision 
having had to be made for increased taxation 
in the form of E.P.L. Considering the difficul- 
ties we had to anticipate during a period of 
trade recession and anti-inflation, 1 trust you 
will agree that the results ot the year’s working 
are satisfactory. The directors have felt 
justified in recommending a final dividend of 
S per cent. and if this recommendation is 
approved the dividend for the year will be 14 
per cent., a figure which the directors consider 
is justified by the progress of the Bank. 


International Affairs 


To my deep regret [ am unable to report 
any appreciable improvement in international 
affairs during the past year. The hope of an 
armistice in Korea appears to have faded 
almost completely and there is no sign of any 
relaxation in the cold war maintained by the 
Russian-dominated bloc against the Western 
Powers. Against this, however, may be set 
the fact that in Europe, the Western Powers 
through N.A.T.O. and the E.D.C. organisation 
are today better equipped to withstand an 
aggressive onslaught than they were a year 
ago. It may be that from this knowledge will 
tlow an increasing determination in Western 
Europe to resist by all means in its power 
should aggression take place. Equally, this 
knowledge may itselt have the effect of dis- 


couraging potential aggressors from anv 
adventure which might result in a new war. 


Whether this interpretation has validity or 
not, however, the attainment of armed security 
can only be effected at great cost in treasure 
and manpower at a time when they can ill be 
spared. The economic health of the free world 
must be maintained and this applies with 
particular force to the countries of South East 
Asia. The destruction of war, the movement 
and expansion of populations, the changes in 
governmental personnel and structural pattern, 
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the rise in world prices, shortages of foodstutts 
and consequent inflationary trends, all these 
factors have affected the economic health of 
this vast area. Bearing all this in mind it may 
be considered remarkable that the standards 
of living, of integrity, of industrial output and 
of international trade and exchange have 
exhibited so little depreciation over the past 
seven years. This fact, however, calls for no 
complacency, for populations continue to rise, 
food shortages are a continuing and perhaps 
increasing anxiety, so that the economic 
stability ot South East Asia will continue to 
be of the first importance to the free world for 
vears to come. 

Two important Commonwealth Conferences 
took place during 1952. The first to agree on 
mutual steps to check the drain on reserves 
which presented a dangerous threat to the 
entire sterling area. The second, to review 
the results achieved and agree on future plans 
to promote industry, commerce and trade for 
the benefit of all. There is no doubt that the 
fiscal policy of the U.K. during the year 
together with the steps taken by mutual agree- 
ment throughout the Commonwealth checked 
the drain on reserves and strengthened the 
position of sterling; no small achievement 
bearing in mind the burden of rearmament. 


India and Pakistan 

On the whole, trade and industry in India 
had a somewhat disturbing year. An impor- 
tant development in banking and finance in 
India was the establishment by the Reserve 
Bank in January, 1952, of a Bill Market 
whereby Scheduled Banks are able to obtain 
advances from the Reserve Bank at favourable 
interest rates against the security of usance 
bills drawn by traders payable in India and 
supported by the Scheduled Bank’s demand 
promissory note to cover such advances, The 
scheme was of great assistance during very 
difficult periods and is the first step towards 
a fully developed bill market in India. 

According to the Indian Food Minister, 
India is steadily progressing towards self- 
sufficiency in food and there is no doubt that 
should this come about it will effect the greatest 
contribution to stability and prosperity in 
India and throughout South East Asia. 

Pakistan has been through a difficult year 
from almost every point of view. Pakistan 1s 
still without a written Constitution and its 
Assembly consists of the original members 
existing at the time of Partition in 1947. 
Until the new Constitution is finalised and 
elections for the new Parliament held, the 
state of uncertainty as to the future must be 
expected to continue. 

The statement then reviews in detail the 
other areas in which the Bank has interests. 
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The 
barclays Group of Banks 
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BARCLAYS BANK LIMITED 


BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


BARCLAYS BANK (CANADA) 
BARCLAYS BANK (FRANCE) LIMITED 
THE BRITISH LINEN BANK 


Other Associated Companies 


Barclays Trust Company of Canada 


Barclays Overseas Development Corporation 
Limited 


Barclays Bank Executor & Trustee Company 
(Channel Islands) Limited 


This organisation, with correspondents throughout 
the world, is able to offer to those concerned with 
trade or travel abroad all the services a modern 


Bank can perform for its customers. 
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HOOVER LIMITED 


Year of Considerable Trading Difficulties 


Continued Ascendancy over Competitors 


Sir Charles Colston on Taxation 





HE annual general meeting of Hoover at home and abroad, essential to maximum O 
Limited was held on March 30 at Perivale, — efficiency and economy in production. d 
Greenford, Middlesex P 
The following is an extract from the review F.H.P. Motors ti 
of the Chairman and Managing Director, Sir Iractional horse-power motors are a highly C 
Charles Colston, C.B.E., M.C., D.C.M., which competitive market where economy in design 
has been circulated to stockholders covering and efficiency in production are vital. Our te 
the year ended December 31, 1952: Cambuslang factory is well equipped to meet eC 
The year under review was one of consider- CO™petition, however severe, and we have U 
able difficulty both at home and abroad. The taken active steps to open up new export in 
sellers’ market has gone, decisively and ™arkets. O1 
abruptly. High purchase tax, credit restric- ; ; Sc 
tions and the general disinflationary policy of Hoover Service Department ot 
the Government have considerably reduced the The activity of our service department has an 
sales of the domestic appliance industry in _ been fully maintained. The department pro- su 
Britain; while export markets have been vides a prompt and expert service which is Its 
severely affected by import restrictions, short- appreciated in the many hundreds of thousands oa 
age of sterling, stronger competition, and the — of households in which Hoover electric cleaners 
trade recession in so many countries which has and washing machines are installed. ou 
followed on the heels of the boom caused by After reviewing in detail the problems ta: 
arising in the world markets, the statement to 


the outbreak of hostilities in Korea. 


Domestic Appliances 


There has always been severe competition 
in the domestic appliance industry. On the 
basis of the Board of Trade figures for the 
electric cleaner industry for 1952, as published 
so far, we maintained our percentage of the 
total production by all manufacturers in 
Britain, and have thus achieved a continued 
ascendancy over all our competitors. The 
Hoover electric cleaner has by reason of its 
quality and efficiency maintained its unique 
hold on public favour. 


continues: We have persevered in our efforts 
to expand exports to the U.S.A. and we are 
hopeful that substantial progress will be made 
in the present year. Altogether we are export- 
ing to 8g countries all over the world. 


‘inancial Results 


Our consolidated profit for 1952 has fallen 
sharply to £1,602,000, compared with £ 3,014,000 
for 1951, a reflection of the many difficulties 
we have encountered in both home and export 
markets. Provision for taxation amounts to 
4954,000, leaving a net balance of 448,000, 
compared with £1,212,000 last year. The 


In the electric washing machine industry, amount of £200,000 has been transferred to the 
I can say, on the basis of Board of Trade general reserve. The Board have decided to Hot 
statistics, that we have increased our per- recommend a final dividend of od., less tax, H 
centage of total production in Britain in 1952, on each Ordinary Stock Unit, making a total int 
compared with our percentage in 1951. We _ — for the year of 1s. 3d., less tax, compared with T 
have again exported more electric washing ts. 9d., less tax, for the previous year. On HK 
machines than all other British manufacturers the basis of this distribution the dividend rese 
combined. Our sales of electric washing’ payable under the Articles of Association on full 
machines in 1952 in the Home Market were _ the ‘‘A’’ Ordinary Shares amounts to 10.9815d., dou! 
substantially larger than in the previous year less tax, per share, compared with approxi- dow 
and we have established an ascendancy in this mately 3s. 3d., less tax, last year. This con- bala 
field similar to that which we have achieved _ stitutes a particularly sharp fall in the dividend bala 
over many years in the electric cleaner industry. on the “‘A’’ Ordinary Shares, the majority of vear 
We have carried on active research in this Wich are held by nearly 100 of the senior for 

field, and we have now launched our new ©X€Cutives of the Company. $25, 
Mark II model, which will be marketed side Teco} 
by side with our existing Mark I model. The New Products Planned appr 
choice of electric washing machines which we Our aim is to increase the efficiency of out prem 
can now offer will be convenient to the public existing products and to introduce new pro- the 1 
and it should stimulate sales. The Hoover ducts so as to strengthen and extend the range inal 
washing machines are moderate in price and of our operations. This is not a light task. 
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so should be able to command a mass market 


New products must be fully up to the Hoover 


XXXII 





vw YF. = 


UW 


Ww 


wm Ww 





standard and have worth while advantages 
over competing products, and should add to 
the prestige of the Company and its reputation 
as one of the leading home labour-saving 
engineering undertakings in the world. During 
the next few years we plan to introduce a 
number of new products which we believe wil! 
be welcomed by the public and will add to the 
solidity of the position of the Company. 


Taxation and Savings 

Our Company is in the fortunate position 
that as a result of substantial ploughing back 
of profits over a long period we possess up-to- 
date and highly efficient plant. If we are 
eiven the opportunity to compete on even 
terms, we can, I think, confidently face 
competition anywhere in the world. 

In Britain, capital formation is insufficient 
to provide for adequate modernisation, re- 
equipment and expansion of British industry. 
Unless we borrow abroad or obtain foreign 
investments in British industry, we must rely 
on our own savings. The power to save of the 
so-called wealthy and middle classes has been 
obliterated by taxation. The bulk of company 
earnings is eaten up by taxes. There is not 
sufficient left to enable industry to re-equip 
itself and provide the necessary incentives to 
investors. 

The advice that is therefore being showered 
on the Chancellor of the Exchequer is to reduce 
taxation to enable companies and individuals 
tosave more. To do that, Government expen- 


diture must be reduced. But that cannot be 
done without reducing some of the subsidies 
and services which a benevolent Weitare State 
provides. Surely it is better to make tem- 
porary sacrifices of some comforts and con- 
venience in order to strengthen the fabric of 
British industry, rather than feckicssly under- 
mine the foundation on wliuch depends our 
existence as a highly tadustrialised State. 
Machines before butter. The Government 
should spend less and thus be in a position to 
reduce taxation. Each individual should spend 
less and save more. Most urgently the tax 
burder on companies should be reduced to 
enable them to save more and so provide some 
of the capital so pressingly required for 
modernisation, re-equipment an expansion. 

Our economic problems are not shrouded in 
mystery. Nor 1s magic required to solve 
them. The old-fashioned virtues of hard work 
and thrift provide the remedy. 

As a company we have been confronted with 
many difficulties during the last year. Our 
whole organisation is meeting the challenge 
as a united team, with the greatest deter- 
mination. We are proud of our products, we 
enjoy a rare measure of public goodwill, we 
have a virile organisation, and so we may look 
forward with sober confidence to the future. 


A copy of the full statement by the Chairman 
can be obtained from the registered office of 
the Company, Perivale, Greenford, Middlesex. 





THE HONGKONG and 
SHANGHAI BANKING 
CORPORATION 


HE ordinary Yearly General Meeting of 

The Hongkong and Shanghai Banking 

Corporation was held on February 27 at 
the Head Office, 1 Queen’s Road, Central, 
Hong Kong. 

Hon. Sir Arthur Morse, C.B.E., presided and, 
in the course of his speech, said: 

The net profit for the year amounts to 
HK$17,321,405 after making transfers to 
reserves for contingencies, out of which reserves 
full provision has been made for all bad and 
doubtful debts and for the further writing 
down of our investments, which appear in our 
balance sheet at below market values. The 
balance of profit brought forward from last 
year 1S $8,075,332 and the total available 
for distribution accordingly amounts to 
$25,306,737. As in previous years, it is 
recommended that a sum of $3 millions be 
appropriated to write down the value of bank 
premises and after allowing for this amount, 
the interim dividend of {2 per share and the 
inal dividend of £3 per share which is now 
proposed, there remains a balance of $9,489,174 
to be carried forward to next year. 


Now that our banking interest in China is 
confined to liquidating our position and with- 
drawing our foreign staff, it is natural that our 
attention should in the main be focused on 
other areas. Indeed we see great potentialities 
for the expansion of foreign trade in the other 
countries df South and East Asia. In this area, 
excluding China, there is a population of 
possibly 500 million people which is growing 
at the rate of at least 50 million a year. 
Although the national income of these coun- 
tries is low in comparison with that of Western 
countries, it is clear that Asia is rapidly raising 
its standard of living and in order to meet the 
demands of the people vigorous efforts are 
being made to expand the production and 
export of primary products so as to pay for 
the import commodities which are in ever- 
increasing demand. There is therefore adequate 
scope for the diversion of our energies and 
resources to these areas. 

After referring to his pending retirement, 
Sir Arthur Morse said: The credit for Hong 
Kong’s progressiveness must go in the main 
to a succession of farsighted Governors. But 
perhaps the Bank can claim a little credit tor 
some of Hong Kong's commercial progress. 
My long experience encourages me to assert 
that there are few banks or commercial con- 
cerns in the East or anywhere else which can 
have had such loyalty and support from their 
staff. I am confident that my successor as 
Chief Manager, Mr. M. W. Turner, will serve 
the Bank well. 

The report and accounts were adopted. 
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REFUGE 


ASSURANCE COMPANY LIMITED 





HE Chairman, in a statement submitted 


with the 1952 accounts, referred to the 


individual interest which holders of all the 


Company's policies had in the investments 
of the assurance funds of £113,000,000 which 
are held for their benefit, and to the assistance 
atforded to the savings movement by Life 
\ssurance Companies. 

The total new business sums assured for the 
£28,000,000, an increase of over 


vear were 


11,600,000, whilst the premiums were 
4 16, 350,000, an increase ot £500,000. 

The mortality experience of the year was 
more tavourable than that of the immediate 
past, though the Company quickly felt the 
impact of claims due to the bad weather at the 
close of the vear. 

The rate of interest obtained had improved 
and transfers aggregating 41,075,090 were made 


to the Investments Reserves. 


Profits to Policyholders 
It was proposed to declare on with-protit 
policies in respect of each year’s premium due 
in 1952 and paid, a reversionary bonus at the 
rate of 41 6s. od. per cent. on the sum assured 
and also, in respect of each year’s premium due 


in 1951 and paid, a bonus at the same rate on 





with-profit policies becoming claims by death 


or survivance before 20th March, 1954, thus 


continuing tor a further year the bonus granted 
valuation. The sum -of 


following the 1951 


£1,199,917 was thus distributed to policy- 
holders and 41,215,236 carried forward towards 
meeting any contingency which may arise, or 
to be dealt with subsequently as circumstances 


Branch, 


Industrial £550,000 


permit. In the 
was allocated to policyholders to provide addi- 
tional benefits by way of increases in claims 


and paid-up policies. 


The assets of the Company increased by over 


{5,000,000 during the year and the _ total 


mortgage investments to some £14,700,000. 
Nearly $4,000,000 Was advanced in [y52 under 
the Company's House Purchase Scheme. Since 
the close of the year the Company has pur- 
chased the share capital of the Federated Em- 
Association Limited, an 


ployers’ Insurance 


ottice which transacts general insurance 


business. 

The Chairman concluded with a tribute to 
the staff and emphasised the high degree of 
consultation available and the friendly re- 
lationship existing between Management arid 


statt associations. 








their purposes and application. 
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Specialised BANKING FACILITIES 


The full and proper use of credit requires © Bowmaker provides specialised credit facili- 
an appreciation of all its different forms, 


BOWMAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH. Phone: Bourn 
London Office : 61 St. James's Street, S.W.1. Phone: GRO 6611/66/19 


ties for Industry, Commerce, Export and 
Import, and will welcome your enquiries. 


BOWMAKER 


Industrial Bankers 


emouth 7070 


Branches throughout the United Kingdom 








u-w 89 


XXXIV 














«2-195 3<2 
CENTENARY YEAR 





HALIFAX 


THE WORLD'S LARGEST 


BUILDING 
SOCIETY 


TOTAL ASSETS 
SHARE & DEPOSIT A 
MORTGAGES 


£194,703,024 
CCOUNTS ~ £183,807,303 
£156,927,601 


TRUSTEE SECURITIES & CASH £ 37,274,770 


RESERVES 


Details of 
January 


£ 10,182,988 


accounts as at 
3ist, 1953 


are available at the Head 


Office, Lon 
any of the 


don Office or 
Society's 106 


branches and 655 agencies. 


HEAD OFFIC 


General Manager: 


LONDON OFFICE : 


E -- HALIFAX 
F. BENTLEY, F.C.1I.S 


5' - 55 STRAND, W.C.2 
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@ 4 first-class INVESTMENT for every BANK 


@ the largest circulation among investment 


and financial weeklies 


@ an unequalled service for both home and overseas 


investment affairs 


INVESTORS: 
CHRONICLE || 


———— 


‘... There must be 


ae UNITED | | 
| BRIENDLY 


INSURANCE COMPANY, 
LTD. 




















| rR Pee | LIFE, FIRE, BURGLARY, 
Here is a task that never ends — the care of child. | SICKNESS, PLATE GLASS, 
sxperienced workers of the N'S.P.CC. devote their| {| DRIVERS’ RISKS, HOUSE 
lives to it, always ready with the help and advice that | PURCHASE, E N DO = 
so often resiores the family life on which the child | MENTS ’ Etc., ite. 
depends. And you can help too. The Nationa! Society | 
for the Prevention of Cruelty to Children — — — | 
is entirely dependent on voluntary con- ; | 
tributions—it urgently needs your assist- | i | 
ance, in order to continue to bring hap- | 
piness to those who want it most. 





R. C. BALDING, 


Managing Director. 











When advising on wills and bequests remember the 


NN: S - P+ C = Cif} 42 Southwark Bridge Road, 


[+ + + gm. = = 

















President : H.R.H. PRINCESS MARGARET London 
Information gladly supplied on application to The Director, N.S.P.C.C. 
I ictory House, Letcester Square, W.C.2. Ph Re: Gerrard 2774 _____—__—_] 
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THE BRITISH BANK OF THE 
MIDDLE EAST 


LONDON (HEAD OFFICE) 
Established by Royal Charter 1889 


Capital Paid up .. és ne £1,000,000 








Reserve 7 al Sa. + £1,250,000 
BRANCHES : 
IRAQ ADEN COLONY LIBYA 
Baghdad, Basra Aden Tripoli 
SAUDI ARABIA PERSIAN GULF 
Alkhobar (for Dhahran), Bahrain, Dubai, Kuwait, Muscat, Sharjah 
Dammam 
Jeddah 
SYRIA JORDAN LEBANON 
Damascus, Aleppo Amman Beirut, Tripoli 
Ras-Beirut 
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[BANK MELLI IRAN. 





(NATIONAL BANK OF IRAN) 
Incorporated by Law in 1927. Holder of Exclusive Right of Note Issue 


CAPITAL FULLY PAID... ... ... ...  ...  Rials 2,000,000,000.00 
RESERVE (Banking Department) oe a 429,598,382.95 
RESERVE (Issue Department) ...... ... ...  Rials 170,401,617.05 


Governor and Chairman of Executive Board: DR. MOHAMMAD NASSIRI 
HEAD OFFICE: TEHRAN, IRAN (Persia) | 


Over 190 Branches and Agencies throughout Iran 
New York Representative: 


One Wall St., New York 
CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 

Transactions, provides special facilities for Documentary Credits, etc., and with its numerous 

Branches in Iran deals with every description of banking business. Especial services for all kinds 
of information regarding import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 
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a good accountant 
deserwes am... 








calculator 


x Fast one-hand operation SSS En == = 


% Visible dials throughout T.S. (equipment) LT P 


R : ' . | 31 - NEW BRIDGE STREET: EC4 
% Reasonably priced. Write for details . . . Telephone? City 116 
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BANKING. 


An able and energetic man aged not over 40 with a good 


experience of general banking procedure, preferably including overseas trade, 
is required by Tootal Broadhurst Lee Co., Ltd. The appointment is an 
important one calling for banking experience to be applied both to marketing 


and to general financial administration and reutine. 
Apply to the PERSONNEL MANAGER, 56 


time to time be involved. 


Foreign travel may from 


OXFORD STREET. MANCHESTER, 1, giving details of age, education, 
Service and civilian experience. 





























ROYAL BANK OF SCOTLAND 








INCORPORATED BY ROYAL CHARTER 1!727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


During the two hundred years of its history, 
the Bank has maintained a tradition of the 
personal touch, and is to-day exceptionally 
well equipped to provide its customers with a 


Associated Ganks: 


GLYN, MILLS & CO. 


Banking service which is adaptable, individual 


and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


WILLIAMS DEACON’S BANK LTD. 


oe 


St etter 
a. 








TOTAL ASSETS £167,430,868 














Exeter Benefit 
Building Society 


14 DIX’S FIELD, EXETER 


Est. 1857 Tel. 3460 





Investments Received 
on 
Shares and Deposit Accounts. 
Shares = £2-15-0% 
Deposits £2-10-0% 
a 
(Income Tax paid by Society) 














For Prospectus, apply to:— 
W.H. ELSTON, F.B.S., Secretary 


YOUR CLIENTS 
WILL THANK YOU 


for recommending this 


SPLENDID CAUSE 
to benefit by a 
BEQUEST 


The Florence Nightingale Hospital 
is neither controlled nor supported 
by the State. It provides medical 
and surgical treatment for ladies of 
limited means and those of the 





professional classes. 
Kindly recommend it to 
your clients who are 
making their wills. 
There is no more worthy 
or deserving cause. 


Florenee 
Nightingale 


HOSPITAL 























19 Lisson Grove, London. N.W.1 
PADdington 6412 


W&C2 
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